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TITLE  7— AGRICULTURE 

Chapter  IX — ^Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders),  Department  of  Agriculture 

[Valencia  Orange  Reg.  35] 

Part  922 — ^Valencia  Oranges  Grown  in 
Arizona  and  Designated  Part  of  Cali¬ 
fornia 

LIMITATION  OF  HANDLING 

§  922.335  Valencia  Orange  Regular 
tion  35 — (a)  Findings.  (1)  Pursuant  to 
Order  No.  22  (19  P.  R.  1741),  regulating 
ttie  handling  of  Valencia  oranges  grown 
in  Arizona  and  designated  part  of  Cali¬ 
fornia,  effective  March  31,  1954,  under 
the  applicable  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  upon  the  basis  of  the  recommenda¬ 
tion  and  information  submitted  by  the 
Valencia  Orange  Administrative  Com¬ 
mittee,  established  under  the  said  order, 
and  upon  other  available  information, 
it  is  hereby  found  that  the  limitation  of 
handling  of  such  Valencia  oranges,  as 
hereinafter  provided,  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
Is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient,  and  a  reason¬ 
able  time  is  permitted,  under  the  cir¬ 
cumstances,  for  preparation  for  such  ef¬ 
fective  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective  as 
hereinafter  set  forth.  The  Valencia 
Orange  Administrative  Committee  held 
an  open  meeting  on  May  12,  1955,  after 
giving  due  notice  thereof,  to  consider 
supply  and  market  conditions  for  Va¬ 
lencia  oranges  and  the  need  for  regula¬ 
tion;  interested  persons  were  afforded 
an  opportunity  to  submit  information 
and  views  at  this  meeting;  the  recom¬ 
mendation  and  supporting  information 
for  regulation  during  the  period  speci¬ 
fied  herein  was  promptly  submitted  to 
the  Department  after  such  meeting  was 
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This  issue  is  divided  into  two 
parts.  Part  II  of  which  contains  a 
notice  of  proposed  rule  making  of 
the  Interstate  Commerce  Commis¬ 
sion  relating  to  revised  rules  of 
procedure  before  the  Commission. 
Other  documents  of  the  Interstate 
Commerce  Commission  are  pub¬ 
lished  in  Part  I  of  this  issue. 


held;  the  provisions  of  this  section,  in¬ 
cluding  its  effective  time,  are  identical 
with  the  aforesaid  recommendation  of 
the  committee,  and  information  con¬ 
cerning  such  provisions  and  effective  time 
has  been  disseminated  among  handlers 
of  such  Valencia  oranges;  it  is  necessary, 
in  order  to  effectuate  the  declared  policy 
of  the  act,  to  make  this  section  effective 
during  the  period  herein  specified;  and 
compliance  with  this  section  will  not  re¬ 
quire  any  special  preparation  on  the  part 
of  persons  subject  thereto  which  cannot 
be  completed  on  or  before  the  effective 
date  hereof. 

(b)  Order.  (1)  The  quantity  of  Va¬ 
lencia  oranges  grown  in  Arizona  and 
designated  part  of  California  which  may 
be  handled  during  the  period  beginning 
at  12:01  a.  m.,  P.  s.  t..  May  15, 1955,  and 
ending  at  12:01  a.  m.,  P.  s.  t..  May  22, 
1955,  is  hereby  fixed  as  follows: 

(1)  District  1:  196,350; 

(ii)  District  2:  184,800  boxes; 

(iii)  District  3:  Unlimited  movement. 

(2)  Valencia  oranges  handled  pursu¬ 
ant  to  the  provisions  of  tliis  section  shall 
be  subject  to  any  size  restrictions  ap¬ 
plicable  thereto  which  have  heretofore 
been  issued  on  the  handling  of  such 
oranges  and  which  are  effective  during 
the  period  specified  herein. 

(3)  As  used  in  this  section,  “handled,** 
“handler,”  “boxes,”  “District  1,”  “Dis¬ 
trict  2,”  and  “District  3,”  shall  have  the 
same  meaning  as  when  used  in  said 
order. 

(Sec.  5,  49  stat.  753,  a£  amended;  7  U.  S.  C. 
608c) 

Dated:  May  13,  1955. 

[seal]  Floyd  F.  Hedlxjnd, 

Acting  Director,  Fruit  and 
Vegetable  Division,  Agricul¬ 
tural  Marketing  Service. 

[P.  R.  Doc.  55-4020;  Piled,  May  13.  1955; 

11:24  a.  m.] 
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[Orange  Reg.  279] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 

§  933.738  Orange  Regulation  279 — 
(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  and  tangerines  grown  in  the 
State  of  Florida,  effective  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendations 
of  the  committees  established  under  the 
aforesaid  amended  marketing  agreement 
and  order,  and  upon  other  available  in¬ 
formation,  it  is  hereby  found  that  the 
limitation  of  shipments  of  all  Florida 
oranges,  except  Temple  oranges,  as 
hereinafter  provided,  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
Is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
Information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufiBcient;  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
not  later  than  May  16,  1955.  Ship¬ 
ments  of  all  oranges,  except  Temple 
oranges,  grown  in  the  State  of  Florida, 
are  presently  subject  to  regulation  by 
grades  and  sizes,  pursuant  to  the 
amended  marketing  agreement  and  or¬ 
der,  and  will  so  continue  until  May  16, 
1955;  the  recommendation  and  sup¬ 
porting  information  for  continued  regu¬ 
lation  subsequent  to  May  15,  1955,  was 
promptly  submitted  to  the  Department 
after  an  open  meeting  of  the  Growers 
Administrative  Committee  on  May  10; 
such  meeting  was  held  to  consider  rec¬ 
ommendations  for  regulation,  after  giv¬ 
ing  due  notice  of  such  meeting,  and 
interested  persons  w’ere  afforded  an  op¬ 
portunity  to  submit  their  views  at  this 
meeting;  the  provisions  of  this  section, 
including  the  effective  time  hereof,  are 
identical  with  the  aforesaid  recommen¬ 
dation  of  the  committee,  and  informa¬ 
tion  concerning  such  provisions  and 
effective  time  has  been  disseminated 
among  handlers  of  such  oranges;  it  is 
necessary,  in  order  to  effectuate  the 
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declared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  set  forth  so  as  to  provide  for  the 
continued  regulation  of  the  handling 
of  all  oranges,  except  Temple  oranges, 
and  compliance  with  this  section  will  not 
require  any  special  preparation  on  the 
part  of  the  persons  subject  thereto  which 
cannot  be  completed  by  the  effective 
time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t..  May  16, 
1955,  and  ending  at  12:01  a.  m.,  e.  s.  t.. 
May  30, 1955,  no  handler  shall  ship: 

(1)  Any  oranges,  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  do  not  grade  at  least  U.  S.  No.  1 
Russet; 

(ii)  Any  oranges,  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  are  of  a  size  smaller  than  a  size 
that  will  pack  288  oranges,  packed  in 
accordance  with  the  requirements  of  a 
standard  pack,  in  a  standard  nailed  box ; 
or 

(iii)  Any  oranges,  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  are  of  a  size  larger  than  a  size  that 
will  pack  150  oranges,  packed  in  ac¬ 
cordance  with  the  requirements  of  a 
standard  pack,  in  a  standard  nailed  box. 

(2)  As  used  in  this  section,  the  terms 
“handler,”  “ship,”  and  “Growers  Ad¬ 
ministrative  Committee”  shall  each  have 
the  same  meaning  as  when  used  in  said 
amended  marketing  agreement  and  or¬ 
der;  and  the  terms  “U.  S.  No.  1  Russet,” 
“standard  pack,”  and  “standard  nailed 
box”  shall  have  the  same  meaning  as 
W'hen  used  in  the  revised  United  States 
Standards  for  Florida  Oranges 
(§§  51.1140  to  51.1186  of  this  title). 

Shipments  of  Temple  oranges,  grown 
in  the  State  of  Florida,  are  subject  to  the 
provisions  of  Orange  Regulation  274 
(§  933.728,  20  F.  R.  1359). 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  May  11,  1955. 

[seal]  Floyd  F.  Hedlund, 

Acting  Director,  Fruit  and  Vege¬ 
table  Division,  Agricultural 
Marketing  Service. 

[P.  R.  Doc.  55-3964;  Piled,  May  13,  1955; 

8:56  a.  m.] 


[Grapefruit  Reg.  224] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 

§  933.739  Grapefruit  Regulation  224— - 
(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CPU  Part 
933),  regulating  the  handling  of  or¬ 
anges,  grapefruit,  and  tangerines  grown 
in  the  State  of  Florida,  effective  under 
the  applicable  provisions  of  the  Agricul¬ 
tural  Marketing  Agreement  Act  of  1937, 
as  amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendations 
of  the  committees  established  under  the 
aforesaid  amended  marketing  agree¬ 
ment  and  order,  and  upon  other  avail¬ 
able  information,  it  is  hereby  found  that 
the  limitation  of  shipments  of  grape- 
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fruit,  as  hereinafter  provided,  will  tend 
to  effectuate  the  declared  policy  of  the 
act. 

(2)  It  is  hereby  further  foimd  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  7  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient;  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
not  later  than  May  16,  1955.  Ship¬ 
ments  of  grapefruit,  grown  in  the  State 
of  Florida,  are  presently  subject  to  regu¬ 
lation  by  grades  and  sizes,  pursuant  to 
the  amended  marketing  agreement  and 
order,  and  will  so  continue  until  May 
16,  1955;  the  recommendation  and  sup¬ 
porting  information  for  continued  regu¬ 
lation  subsequent  to  May  15,  1955,  was 
promptly  submitted  to  the  Department 
after  an  open  meeting  of  the  Growers 
Administrative  Committee  on  May  10; 
such  meeting  was  held  to  consider  rec¬ 
ommendations  for  regulation,  after 
giving  due  notice  of  such  meeting,  and 
interested  persons  were  afforded  an  op¬ 
portunity  to  submit  their  views  at  this 
meeting;  the  provisions  of  this  section, 
including  the  effective  time  hereof,  are 
identical  with  the  aforesaid  recommen¬ 
dation  of  the  committee,  and  information 
concerning  such  provisions  and  effective 
time  has  been  disseminated  among  han¬ 
dlers  of  such  grapefruit;  it  is  necessary, 
in  order  to  effectuate  the  declared  policy 
of  the  act,  to  make  this  section  effective 
during  the  period  hereinafter  set  forth 
so  as  to  provide  for  the  continued  regula¬ 
tion  of  the  handling  of  grapefruit;  and 
compliance  with  this  section  will  not 
require  any  special  preparation  on  the 
part  of  persons  subject  thereto  which 
cannot  be  completed  by  the  effective 
time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t..  May  16, 
1955,  and  ending  at  12:01  a.  m.,  e.  s.  t.. 
May  30,  1955,  no  handler  shall  ship: 

(1)  Any  seeded  grapefruit,  grown  in 
the  State  of  Florida,  which  do  not  grade 
at  least  U.  S.  No.  2 ; 

(ii)  Any  seedless  grapefruit,  grown  in 
the  State  of  Florida,  which  do  not  grade 
at  least  U.  S.  No.  2  Russet; 

(iii)  Any  seeded  grapefruit,  grown  in 
the  State  of  Florida,  which  are  of  a  size 
smaller  than  a  size  that  will  pack  80 
grapefruit,  packed  in  accordance  with 
the  requirements  of  a  standard  pack,  in 
a  standard  nailed  box;  or 

(iv)  Any  seedless  grapefruit,  grown  in 
the  State  of  Florida,  which  are  of  a  size 
smaller  than  a  size  that  will  pack  112 
grapefruit,  packed  in  accordance  with 
the  requirements  of  a  standard  pack,  in 
a  standard  nailed  box. 

(2)  As  used  in  this  section,  “handler,” 
“ship,”  and  “Growers  Administrative 
Committee,”  shall  have  the  same  mean¬ 
ing  as  when  used  in  said  amended  mar- 
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keting  agreement  and  order;  and  the 
terms  “U.  S.  No.  2,”  “U.  S.  No.  2  Russet,” 
*‘standard  pack,”  and  ‘‘standard  nailed 
box”  shall  have  the  same  meaning  as 
when  used  in  the  revised  United  States 
Standards  for  Florida  Grapefruit 
(5§  51.750-51.790  of  this  title). 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  May  11,  1955. 

[SEAL]  Floyd  P.  Hedlutid, 

Acting  Director,  Fruit  and  Vege¬ 
table  Division,  Agricultural 
Marketing  Service. 

(F.  R.  Dcx;.  55-3965;  Filed,  May  13,  1955; 
8:56  a.  m.] 


(Lemon  Reg.  588,  Arndt.  1] 

Part  953 — ^Lemons  Grown  in  California 
AND  Arizona 

limitation  of  shipments 

Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  53,  as  amended  (7  CTR  Part 
953;  19  P.  R.  7175),  regulating  the  han¬ 
dling  of  lemons  grown  in  the  State  of 
California  or  in  the  State  of  Arizona, 
effective  under  the  applicable  provisions 
of  the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.  S.  C.  601 
et  seq.) ,  and  upon  the  basis  of  the  rec¬ 
ommendation  and  information  sub¬ 
mitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and 
order,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  the  quantity  of  such  lemons 
which  may  be  handled,  as  hereinafter 
provided,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  no¬ 
tice  and  engage  in  public  rule-making 
procedure,  and  postpone  the  effective 
date  of  t^  amendment  until  30  days 
after  publication  thereof  in  the  Federal 
Register  (60  Stat.  237;  5  U.  S.  C.  1001 
et  seq.)  because  the  time  intervening 
between  the  date  when  information  upon 
which  this  amendment  is  based  became 
available  and  the  time  when  this  amend¬ 
ment  must  become  effective  in  order  to 
effectuate  the  declared  policy  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended,  is  insufficient,  and 
this  amendment  relieves  restriction  on 
the  handling  of  lemons  grown  in  the 
State  of  California  or  in  the  State  of 
Arizona. 

Order,  as  amended.  The  provisions  in 
paragraph  (b)  (1)  (ii)  of  §  953.695 
(Lemon  Regulation  588;  20  P.  R.  3096) 
are  hereby  amended  to  read  as  follows: 

(ii)  District  2:  550  carloads. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  May  11,  1955. 

[seal]  Floyd  P.  Hedltjnd, 

Acting  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

(P.  R.  Doc.  55-3966;  Piled,  May  13,  1955; 

8:56  a.  m.] 


(Lemon  Reg.  589] 

Part  953 — ^Lemons  Grown  in  California 
AND  Arizona 

limitations  of  shipments 

§  953.696  Lemon  Regulation  589 — (a) 
Findings.  (1)  Pursuant  to  the  market¬ 
ing  agreement,  as  amended,  and  Order 
No.  53,  as  amended  (7  CFR  Part  953; 
19  F.  R.  7175;  20  P.  R.  2913),  regulating 
the  handling  of  lemons  grown  in  the 
State  of  California  or  in  the  State  of 
Arizona,  effective  under  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.) ,  and  upon  the  basis 
of  the  recommendation  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and 
order,  and  upon  other  available  infor¬ 
mation,  it  is  hereby  found  that  the  lim¬ 
itation  of  the  quantity  of  such  lemons 
which  may  be  handled,  as  hereinafter 
provided,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient,  and  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for  mak¬ 
ing  the  provisions  hereof  effective  as 
hereinafter  set  forth.  Shipments  of 
lemons,  grown  in  the  State  of  California 
or  in  the  State  of  Arizona,  are  currently 
subject  to  regulation  pursuant  to  said 
amended  marketing  agreement  and  or¬ 
der;  the  recommendation  and  support¬ 
ing  information  for  regulation  during 
the  period  specified  herein  was  promptly 
submitted  to  the  Department  after  an 
open  meeting  of  the  Lemon  Administra¬ 
tive  Committee  on  May  11,  1955,  such 
meeting  was  held,  after  giving  due  no¬ 
tice  thereof  to  consider  recommenda¬ 
tions  for  regulation,  and  interested 
persons  were  afforded  an  opportunity  to 
submit  their  views  at  this  meeting;  the 
provisions  of  this  section  including  its 
effective  time,  are  identical  with  the 
aforesaid  recommendation  of  the  com¬ 
mittee,  and  information  concerning  such 
provisions  and  effective  time  has  been 
disseminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  effec¬ 
tuate  the  declared  policy  of  the  act,  to 
make  this  section  effective  during  the 
period  hereinafter  specified;  and  com¬ 
pliance  with  this  section  will  not  require 
any  special  preparation  on  the  part  of 
persons  subject  thereto  which  cannot  be 
completed  by  the  effective  time  thereof. 

(b)  Order.  (1)  The  quantity  of 
lemons  grown  in  the  State  of  California 
or  in  the  State  of  Arizona  which  may 
be  handled  during  the  period  beginning 
at  12:01  a.  m.,  P.  s.  t..  May  15,  1955,  and 
ending  at  12:01  a.  m.,  P.  s.  t..  May  22, 
1955,  is  hereby  fixed  as  follows: 

(i)  District  1:  Unlimited  movement; 


(ii)  District  2:  575  carloads; 

(iii)  District  3:  Unlimited  movement. 

(2)  As  used  in  this  section,  “handled,” 

“carloads,”  “District  1,”  “District  2,”  and 
“District  3”  shall  have  the  same  meaning 
as  when  used  in  the  said  amended  mar¬ 
keting  agreement  and  order. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  May  12,  1955. 

[SEAL]  Floyd  F.  Hedlund, 

Acting  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

(P.  R.  Doc.  55-4001;  Piled,  May  13,  1955; 

8:54  a.  m.] 

TITLE  14— CIVIL  AVIATION 

Chapter  I — Civil  Aeronautics  Board 

(Civil  Air  Regs.,  Arndt.  40-14] 

Part  40 — Scheduled  Interstate  Air 

Carrier  Certification  and  Operation 

Rules 

en  route  performance  operating 

LIMITATIONS 

Adopted  by  the  Cfivil  Aeronautics 
Board  at  its  office  in  Washington,  D.  C., 
on  the  9th  day  of  May  1955. 

Currently  effective  §  40.74,  pertaining 
to  the  transport  category  one-engine- 
inoperative  en  route  performance  oper¬ 
ating  limitations,  provides  that  the  air¬ 
plane  weight  at  take-off  shall  be  such 
that,  in  the  event  of  an  engine  failure  at 
any  point  along  the  route,  the  airplane 
can  meet  a  prescribed  rate  of  climb  at 
an  altitude  at  least  1,000  feet  above  the 
elevation  of  the  highest  ground  or  ob¬ 
struction  within  10  miles  on  either  side 
of  the  intended  track.  This  amend¬ 
ment  provides  an  alternative  to  this  per¬ 
formance  operating  limitation  under 
which,  upon  approval  by  the  Adminis¬ 
trator  of  Civil  Aeronautics,  a  so-called 
“drift-down”  procedure  may  be  used. 
For  some  time  a  similar  alternative  has 
been  permitted  for  the  operation  of  non¬ 
transport  category  airplanes  with  no  ad¬ 
verse  effect  on  safety.  The  Board, 
therefore,  considers  that  a  properly 
planned  and  executed  drift-down  pro¬ 
cedure  would  not  jeopardize  the  safety 
of  operation  of  transport  category  air¬ 
planes. 

The  Board  is  of  the  view  that  experi¬ 
ence  during  recent  years  demonstrates 
that  the  jettisoning  of  fuel  may  be  ac¬ 
complished  safely  when  adequate  indoc¬ 
trination  of  flight  crew  and  other  neces¬ 
sary  precautions  are  provided.  Accord¬ 
ingly,  there  is  included  a  provision 
whereby  fuel  jettisoning  may  be  used  in 
showing  compliance  with  this  require¬ 
ment  if  proper  safeguards  are  taken. 

Although  consideration  has  been  given 
to  the  inclusion  of  certain  operational 
variables  such  as  the  incidence  of  down- 
drafts,  turbulence,  and  icing  conditions 
in  the  approval  of  drift-down  proce¬ 
dures,  the  Board  is  of  the  view  that  these 
conditions  are  not  sufficiently  definitive 
and  do  not  establish  a  clear  criterion 
against  which  a  particular  drift-down 
procedure  may  be  examined.  They  are, 
therefore,  not  included  in  this  regula¬ 
tion.  On  the  other  hand,  temperature 
and  wind  are  measurable  quantities 
which  can  be  forecast  with  reasonable 


Saturday,  May  14,  1955 


FEDERAL  REGISTER 


3295 


accuracy.  Accordingly,  the  Board  is  of 
the  view  that  account  should  be  taken 
of  temperature  and  wind.  However,  in 
order  to  avoid  placing  an  imdue  burden 
upon  the  air  carrier  in  accounting  for 
these  conditions,  this  regulation  permits 
the  use  of  "declared”  values  or  other 
such  approved  assumptions  with  respect 
to  their  probable  magnitude. 

Inasmuch  as  this  regulation  prescribes 
an  operational  procedure  to  be  used  in 
lieu  of  compliance  with  specific  per¬ 
formance  limitations,  the  Board  has 
decided  that  the  lateral  and  vertical 
clearances  should  be  more  nearly  related 
to  operating  limitations  generally  in 
effect.  Since  minimum  flight  altitudes 
are  normally  predicated  on  a  5 -mile 
lateral  clearance,  this  value  is  also  used 
in  drift-down  procedures.  However, 
since  a  vertical  clearance  of  2,000  feet  is 
normally  required  in  mountainous  ter¬ 
rain  and  since  terrain  elevations  which 
are  critical  from  the  standpoint  of  the 
performance  operating  limitations  are 
found  only  in  mountainous  areas,  the 
Board  believes  it  lexical  to  apply  a  2,000- 
foot  terrain  clearance  provision  in  this 
requirement. 

In  order  that  a  flight  with  one  engine 
Inoperative  not  be  complicated  imduly 
by  navigational  problems,  the  Board  be¬ 
lieves  that  the  drift-down  procedure 
normally  should  be  related  clearly  to  an 
approved  radio  navigational  flx.  The 
procedure  will  be  so  established  that  on 
either  side  of  the  governing  fix  a  definite 
course  will  be  prescribed  to  an  alternate 
airport.  In  order  to  insure  that  these 
airports  will,  in  fact,  be  usable  under 
such  circumstances,  the  Board  is  apply¬ 
ing  the  same  requirements  for  initial 
dispatch  as  are  required  currently  with 
respect  to  any  other  alternate  airport. 

Although  this  amendment  does  not 
limit  the  application  of  a  drift-down 
procedure  to  airplanes  possessing  re¬ 
ciprocating  engines,  the  Board  intends 
to  continue  its  consideration  of  the 
special  problems  which  may  be  raised  by 
the  introduction  of  turbine  engines  and, 
specifically,  will  consider  whether  any 
different  conclusions  need  be  reached 
with  respect  to  the  application  of  "drift 
down”  to  turbine-powered  airplanes. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  this  amendment,  and  due 
consideration  has  been  given  to  all  rele¬ 
vant  matter  presented.  Since  this  regu¬ 
lation  imposes  no  additional  burden  on 
any  person,  it  may  be  made  effective 
without  prior  notice. 

In  consideration  of  the  foregoing,  the 
Civil  Aeronautics  Board  hereby  amends 
Part  40  of  the  Civil  Air  Regulations  (14 
CPR  Part  40,  as  amended)  effective 
May  9,  1955. 

By  amending  §  40.74  to  read  as  follows: 

§  40.74  En  route  limitations;  one 
engine  inoperative,  (a)  No  airplane 
shall  be  taken  off  at  a  weight  in  excess 
of  that  which  would  permit  a  rate  of 
climb  (expressed  in  feet  per  minute), 
with  one  engine  inoperative,  of  at  least 

(o.06-?^)V 

(when  N  is  the  number  of  engines  in¬ 
stalled  and  V,Q  is  expressed  in  miles  per 


hour)  at  an  altitude  of  at  least  1,000 
feet  above  the  elevation  of  the  highest 
ground  or  obstruction  within  10  miles  on 
either  side  of  the  intended  track,  except 
that  for  transport  category  airplanes  cer¬ 
tificated  imder  Part  4a  of  this  subchap¬ 
ter,  the  rate  of  climb  shall  be  0.02  V,q\ 

(b)  As  an  alternative  to  the  provisions 
of  paragraph  (a)  of  this  section,  an  air 
carrier  may  utilize  an  approved  proce¬ 
dure  whereby  its  airplanes  are  operated 
at  an  all-engine-operating  altitude  such 
that  in  the  event  of  an  engine  failure  the 
airplane  can  continue  flight  to  an 
alternate  airport  where  a  landing  can  be 
made  in  accordance  with  the  provisions 
of  §  40.78,  the  flight  path  clearing  all 
terrain  and  obstructions  along  the  route 
within  5  miles  on  either  side  of  the  in¬ 
tended  track  by  at  least  2,000  feet.  In 
addition,  if  such  a  procedure  is  utilized, 
subparagraphs  (1)  through  (6)  of  this 
paragraph  shall  be  complied  with: 

(1)  The  rate  of  climb  (as  presented 
in  the  Airplane  Flight  Manual  for  the 
appropriate  weight  and  altitude)  used  in 
calculating  the  airplane’s  flight  path 
shall  be  diminished  by  an  amount,  in 
feet  per  minute,  equal  to 

(o.06-2^)v,„* 

(when  N  is  the  number  of  engines  in¬ 
stalled  and  Vsq  is  expressed  in  miles  per 
hour)  for  airplanes  certificated  under 
Part  4b  of  this  subchapter  and  by 
0.02  Vsq*  for  airplanes  certificated  under 
Part  4a  of  this  subchapter. 

(2)  The  all-engine-operating  altitude 
shall  be  such  that,  in  the  event  the 
critical  engine  becomes  inoperative  at 
any  point  along  the  route,  the  flight  will 
be  capable  of  proceeding  to  a  predeter¬ 
mined  alternate  airport  by  use  of  this 
procedure.  For  the  purpose  of  deter¬ 
mining  the  take-off  weight,  the  airplane 
shall  be  assumed  to  pass  over  the  critical 
obstruction  following  engine  failure  at 
a  point  no  closer  to  the  critical  obstruc¬ 
tion  than  the  nearest  approved  radio 
navigational  fix:  Provided,  That  the  Ad¬ 
ministrator  may  authorize  a  procediire 
established  on  a  different  basis  where 
adequate  operational  safeguards  are 
found  to  exist. 

(3)  The  airplane  shall  meet  the  pro¬ 
visions  of  paragraph  (a)  of  this  section 
at  1,000  feet  above  the  airport  used  as 
an  alternate  in  this  procedure. 

(4)  The  procedure  shall  include  an 
approved  method  of  accounting  for  winds 
and  temperatures  which  would  otherwise 
adversely  affect  the  flight  path. 

(5)  In  complying  with  this  procedure 
fuel  jettisoning  shall  be  permitted  if  the 
Administrator  finds  that  the  air  carrier 
has  an  adequate  training  program, 
proper  instructions  are  given  to  the  flight 
crew,  and  all  other  precautions  are 
taken  to  insure  a  safe  procedure. 

(6)  The  alternate  airport  shall  be 
specified  in  the  dispatch  release  and  shall 
meet  the  provisions  of  S  40.390. 

(c)  For  the  purposes  of  this  section 
it  shall  be  assiuned  that  the  weight  of 
the  airplane  as  it  proceeds  along  its  in¬ 
tended  track  is  progressively  reduced  by 
normal  consumption  of  fuel  and  oil. 


(Sec.  205,  52  Stat.  984;  49  U.  S.  C.  425.  Inter¬ 
prets  or  applies  secs.  601,  604,  52  Stat.  1007. 
1010,  as  amended;  49  IT.  S.  C.  651,  554) 

By  the  CJivil  Aeronautics  Board.' 

[seal]  M.  C.  Mulligan, 

Secretary. 

[F.  R.  Doc.  55-3956;  Filed,  lilay  13,  1955; 
8:54  a.  m.] 


[Civil  Air  Regs.,  Arndt.  41-11 

Part  41 — CTertification  and  Operation 
Rules  for  Scheduled  Air  Carrier  Op¬ 
erations  Outside  the  Continental 
Limits  of  the  United  States 

EN  route  performance  operating 
limitations 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.  C.. 
on  the  9th  day  of  May  1955. 

Currently  effective  §  41.30  (b) ,  pertain¬ 
ing  to  the  transport  category  one-engine- 
inoperative  en  route  performance  oper¬ 
ating  limitations,  provides  that  the  air¬ 
plane  weight  at  take-off  shall  be  such 
that,  in  the  event  of  an  engine  failure  at 
any  point  along  the  route,  the  airplane 
can  meet  a  prescribed  rate  of  climb  at  an 
altitude  at  least  1,000  feet  above  the  ele¬ 
vation  of  the  highest  ground  or  obstruc¬ 
tion  within  10  miles  on  either  side  of  the 
intended  track.  This  amendment  pro¬ 
vides  an  alternative  to  this  performance 
operating  limitation  under  which,  upon 
approval  by  the  Administrator  of  Civil 
Aeronautics,  a  so-called  "drift-down” 
procedure  may  be  used.  For  some  time 
a  similar  alternative  has  been  permitted 
for  the  operation  of  nontransport  cate¬ 
gory  airplanes  with  no  adverse  effect  on 
safety.  The  Board,  therefore,  considers 
that  a  properly  planned  and  executed 
drift-down  procedure  would  not  jeopard¬ 
ize  the  safety  of  operation  of  transport 
category  airplanes. 

The  Board  is  of  the  view  that  experi¬ 
ence  during  recent  years  demonstrates 
that  the  jettisoning  of  fuel  may  be  ac¬ 
complished  safely  when  adequate  indoc¬ 
trination  of  flight  crew  and  other  neces¬ 
sary  precautions  are  provided.  Accord¬ 
ingly,  there  is  included  a  provision 
whereby  fuel  jettisoning  may  be  used  in 
showing  compliance  with  this  require¬ 
ment  if  proper  safeguards  are  taken. 

Although  consideration  has  been  given 
to  the  inclusion  of  certain  operational 
variables  such  as  the  incidence  of  down- 
drafts,  turbulence,  and  icing  conditions 
in  the  approval  of  drift-down  proce¬ 
dures,  the  Board  is  of  the  view  that 
these  conditions  are  not  sufficiently  de¬ 
finitive  and  do  not  establish  a  clear  cri¬ 
terion  against  which  a  particular  drift- 
down  procedure  may  be  examined.  They 
are,  therefore,  not  included  in  this  reg¬ 
ulation.  On  the  other  hand,  tempera¬ 
ture  and  wind  are  measurable  quantities 
which  can  be  forecast  with  reasonable 
accuracy.  Accordingly,  the  Board  is  of 
the  view  that  account  should  be  taken 
of  temperature  and  wind.  However,  in 
order  to  avoid  placing  an  undue  burden 
upon  the  air  carrier  in  accounting  for 
these  conditions,  this  regulation  permits 


>  Adams,  Vice  Chairman,  dissenting. 
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(Sec.  205.  52  Stat.  084;  49  U.  S.  C.  425.  Inter- 
prets  or  applies  secs.  601.  604.  52  Stat.  1007. 
1010,  as  amended;  49  U.  S.  C.  551,  554) 

By  the  Civil  Aeronautics  Board.^ 

[SEAL]  M.  C.  Mulligan. 

Secretary. 

[P.  R.  Doc.  55-3957;  Piled,  May  13,  1956; 
8:54  a.  m.] 


subchapter,  the  rate  of  climb  shall  be 

0.02  V.o*. 

(2)  As  an  alternative  to  the  provisions 
of  subparagraph  (1)  of  this  paragraph, 
an  air  carrier  may  utilize  an  approved 
procedure  whereby  its  airplanes  are 
operated  at  an  all-engine-operating  alti¬ 
tude  such  that  in  the  event  of  an  engine 
failure  the  airplane  can  continue  flight 
to  an  alternate  airport  where  a  landing 
can  be  made  in  accordance  with  the  pro¬ 
visions  of  §  41.34,  the  flight  path  clearing 
all  terrain  and  obstructions  along  the 
route  within  5  miles  on  either  side  of 
the  intended  track  by  at  least  2,000  feet.  Adopted  by  the  Civil  Aeronautics 
In  addition,  if  such  a  procedure  is  uti-  Board  at  its  office  in  Washington,  D.  C., 
lized,  subdivisions  (i)  through  (vi)  of  on  the  9th  day  of  May  1955. 
this  subparagraph  shall  be  complied  Currently  effective  §  42.74,  pertaining 
with:  to  the  transport  category  one-engine- 

(i)  The  rate  of  climb  (as  presented  in  inoperative  en  route  performance  op- 

the  Airplane  Flight  Manual  for  the  ap-  erating  limitations,  provides  that  the 
propriate  weight  and  altitude)  used  in  airplane  weight  at  take-off  shall  be  such 
calculating  the  airplane’s  flight  path  that,  in  the  event  of  an  engine  failure  at 
shall  be  diminished  by  an  amount,  in  feet  any  point  along  the  route,  the  airplane 
per  minute,  equal  to  can  meet  a  prescribed  rate  of  climb  at 

r  j.  Qo  V  an  altitude  at  least  1,000  feet  above  the 

(  0.06— Flo*  elevation  of  the  highest  ground  or  ob- 

^  '  struction  within  10  miles  on  either  side 

(when  N  is  the  number  of  engines  in-  of  the  intended  track.  This  amendment 
stalled  and  V$q  is  expressed  in  miles  per  provides  an  alternative  to  this  perform- 
hour)  for  airplanes  certiflcated  under  ance  operating  limitation  under  which. 
Part  4b  of  this  subchapter,  and  by  upon  approval  by  the  Administrator  of 
0.02  F»g*  for  airplanes  certiflcated  under  Civil  Aeronautics,  a  so-called  “drift- 
Part  4a  of  this  subchapter.  down”  procedure  may  be  used.  For  some 

(ii)  The  all-engine-operating  altitude  time  a  similar  alternative  has  been 
shall  be  such  that,  in  the  event  the  criti-  permitted  for  the  operation  of  non- 
cal  engine  becomes  inoperative  at  any  transport  category  airplanes  with  no 
point  along  the  route,  the  flight  will  be  adverse  effect  on  safety.  The  Board, 
capable  of  proceeding  to  a  predetermined  therefore,  considers  that  a  properly 
alternate  airport  by  use  of  this  proce-  planned  and  executed  drift-down  pro- 
dure.  For  the  purpose  of  determining  cedure  would  not  jeopardize  the  safety 
the  take-off  weight,  the  airplane  shall  operation  of  transport  category 
be  assumed  to  pass  over  the  critical  ob-  airplanes. 

struction  following  engine  failure  at  a  The  Board  is  of  the  view  that  experi- 
point  no  closer  to  the  critical  obstruction  ence  during  recent  years  demonstrates 
than  the  nearest  approved  radio  naviga-  that  the  jettisoning  of  fuel  may  be  ac¬ 
tional  fix:  Provided,  That  the  Admini-  complished  safely  when  adequate  indoc- 
strator  may  authorize  a  procedure  trination  of  flight  crew  and  other 
established  on  a  different  basis  where  necessary  precautions  are  provided.  Ac- 
adequate  operational  safeguards  are  cordingly,  there  is  included  a  provision 
found  to  exist.  whereby  fuel  jettisoning  may  be  used  in 

(iii)  The  airplane  shall  meet  the  pro-  showing  compliance  with  this  require- 

visions  of  subparagraph  (1)  of  this  para-  ^  safeguards  are  taken, 

graph  at  1,000  feet  above  the  airport  used  Although  consideration  has  been 

as  an  alternate  in  this  procedure.  t 

mu  ......  u  11  •  1  j  tional  variables  such  as  the  mcidence 

<1V)  The  prMedure  shaU  include  an  downdrafts,  turbulence,  and  icing 
approved  method  of  accounting  for  conditions  in  the  approval  of  drift-down 
winds  and  temperatures  which  would  procedures,  the  Board  is  of  the  view  that 
otherwise  adversely  affect  the  flight  path,  these  conditions  are  not  sufficiently  de- 
(V)  In  complying  with  this  proc^ure  flnitive  and  do  not  establish  a  clear 
fuel  jettisoning  shall  be  permitted  if  the  criterion  against  which  a  particular 
Administrator  flnds  that  the  air  carrier  drift-down  procedure  may  be  examined, 
has  an  adequate  training  program.  They  are,  therefore,  not  included  in  this 
proper  instructions  are  given  to  the  re&ulation.  On  the  other  hand,  tem- 
flight  crew,  and  all  other  precautions  are  Pfature  and  wind  are  me^urable  quan- 
taken  to  insure  a  safe  procedure. 

,r  -1  mu  li.  1.  •  s.  u  «  u  able  accuracy.  Accordingly,  the  Board 

‘"i  alternate  airport  shall  be  j^e  view  that  account  should  be 

specified  m  the  dispatch  release  and  shall  taken  of  temperature  and  wind.  How- 
meet  the  provisions  of  §  41.96.  ever,  in  order  to  avoid  placing  an  undue 

(3 )  For  the  purposes  of  this  paragraph  burden  upon  the  air  carrier  in  accounting 
it  shall  be  assumed  that  the  weight  of  for  these  conditions,  this  regulation  per- 
the  airplane  as  it  proceeds  alohg  its  in-  mits  the  use  of  “declared”  values  or 
tended  track  is  progressively  reduced  by  - 
'  normal  consumption  of  fuel  and  oil.  *  Adams,  vice  chairman,  dissenting. 
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other  such  approved  assumptions  with 
respect  to  their  probable  magnitude. 

Inasmuch  as  this  regulation  prescribes 
an  operational  procedure  to  be  used  in 
lieu  of  compliance-  with  specific  per¬ 
formance  limitations,  the  Board  has  de¬ 
cided  that  the  lateral  and  vertical  clear¬ 
ances  should  be  more  nearly  related  to 
operating  Umitations  generally  in  effect. 
Since  minimum  flight  altitudes  are  nor¬ 
mally  predicated  on  a  5-mile  lateral 
clearance,  this  value  is  also  used  in  drift- 
down  procedures.  However,  since  a  ver¬ 
tical  clearance  of  2,000  feet  is  normally 
required  in  mountainous  terrain  and 
since  terrain  elevations  which  are  critical 
from  the  standpoint  of  the  performance 
operating  limitations  are  found  only  in 
mountainous  areas,  the  Board  believes  it 
logical  to  apply  a  2,000-foot  terrain 
clearance  provision  in  this  requirement. 

In  order  that  a  flight  with  one  engine 
inoperative  not  be  complicated  unduly 
by  navigational  problems,  the  Board  be¬ 
lieves  that  the  drift-down  procedure 
normally  should  be  related  clearly  to  an 
approved  radio  navigation  fix.  The  pro¬ 
cedure  will  be  so  established  that  on 
either  side  of  the  governing  fix  a  definite 
course  will  be  prescribed  to  an  alternate 
airport.  In  order  to  insure  that  these 
airports  will,  in  fact,  be  usable  under 
such  circumstances,  the  Board  is  apply¬ 
ing  the  same  requirements  for  initial 
dispatch  as  are  required  currently  with 
respect  to  any  other  alternate  airport. 

Although  this  amendment  does  not 
limit  the  application  of  a  drift-down 
procedure  to  airplanes  possessing  recip¬ 
rocating  engines,  the  Board  intends  to 
continue  its  consideration  of  the  special 
problems  which  may  be  raised  by  the 
introduction  of  turbine  engines  and,  spe¬ 
cifically,  will  consider  whether  any  dif¬ 
ferent  conclusions  need  be  reached 
with  respect  to  the  application  of  “drift 
down”  to  turbine-powered  airplanes. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  this  amendment,  and  due  con¬ 
sideration  has  been  given  to  all  relevant 
matter  presented.  Since  this  regulation 
imposes  no  additional  burden  on  any 
person,  it  may  be  made  effective  without 
prior  notice. 

In  consideration  of  the  foregoing,  the 
Civil  Aeronautics  Board  hereby  amends 
Part  42  of  the  Civil  Air  Regulations  (14 
CFR  Part  42,  as  amended)  effective  May 
9.  1955. 

By  amending  §  42.74  to  read  as  fol¬ 
lows: 

§  42.74  En  route  limitations;  one 
engine  inoperative,  (a)  No  airplane 
shall  be  taken  off  at  a  weight  in  excess 
of  that  which  would  permit  a  rate  of 
climb  (expressed  in  feet  per  minute), 
with  one  engine  inoperative,  of  at  least 

(when  N  is  the  number  of  engines  in¬ 
stalled  and  is  expressed  in  miles  per 
hour)  at  an  altitude  of  at  least  1,000 
feet  above  the  elevation  of  the  highest 
ground  or  obstruction  within  10  miles 
on  either  side  of  the  intended  track, 
except  that  for  transport  category  air¬ 
planes  certificated  under  Part  4a  of  this 
subchapter,  the  rate  of  climb  shall  be 
0.02 


(b)  As  an  alternative  to  the  provisions 
of  paragraph  (a)  of  this  section,  an  air 
carrier  may  utilize  an  approved  pro¬ 
cedure  whereby  its  airplanes  are  operated 
at  an  all-engine-operating  altitude  such 
that  in  the  event  of  an  engine  failure 
the  airplane  can  continue  flight  to  an 
alternate  airport  where  a  landing  can  be 
made  in  accordance  with  the  provisions 
of  §  42.78,  the  flight  path  clearing  all 
terrain  and  obstructions  along  the  route 
within  5  miles  on  either  side  of  the  in¬ 
tended  track  by  at  least  2,000  feet.  In 
addition,  if  such  a  procedure  is  utilized, 
subparagraphs  (1)  through  (6)  of  this 
paragraph  shall  be  complied  with: 

(1)  The  rate  of  climb  (as  presented 
in  the  Airplane  Plight  Manual  for  the 
appropriate  weight  and  altitude)  used 
in  calculating  the  airplane’s  flight  path 
shall  be  diminished  by  an  amount,  in 
feet  per  minute,  equal  to 

(0  06-^)V.„* 

(when  N  is  the  number  of  engines  in¬ 
stalled  and  Vso  is  expressed  in  miles  per 
hour)  for  airplanes  certificated  under 
Part  4b  of  this  subchapter,  and  by 
0.02  for  airplanes  certificated  under 
Part  4a  of  this  subchapter. 

(2)  The  all-engine-operating  altitude 
shall  be  such  that,  in  the  event  the  criti¬ 
cal  engine  becomes  inoperative  at  any 
point  along  the  route,  the  flight  will  be 
capable  of  proceeding  to  a  predetermined 
alternate  airport  by  use  of  this  procedure. 
For  the  purpose  of  determining  the  take¬ 
off  weight,  the  airplane  shall  be  assumed 
to  pass  over  the  critical  obstruction  fol¬ 
lowing  engine  failiure  at  a  point  no  closer 
to  the  critical  obstruction  than  the  near¬ 
est  approved  radio  navigational  fix : 
Provided,  That  the  Administrator  may 
authorize  a  procedure  established  on  a 
different  basis  where  adequate  opera¬ 
tional  safeguards  are  found  to  exist. 

(3)  The  airplane  shall  meet  the  pro¬ 
visions  of  paragraph  (a)  of  this  section 
at  1,000  feet  above  the  airport  used  as 
an  alternate  in  this  procedure. 

(4)  The  procedure  shall  include  an 
approved  method  of  accounting  for 
winds  and  temperatures  which  would 
otherwise  adversely  affect  the  flight 
path. 

(5)  In  complying  with  this  procedure 
fuel  jettisoning  shall  be  permitted  if  the 
Administrator  finds  that  the  air  carrier 
has  an  adequate  training  program,  prop¬ 
er  instructions  are  given  to  the  flight 
crew,  and  all  other  precautions  are  taken 
to  insure  a  safe  procedure. 

(6)  The  alternate  airport  shall  be 
specified  in  the  dispatch  release  and 
shall  meet  the  provisions  of  §  42.55. 

(c)  For  the  purposes  of  this  section  it 
shall  be  assumed  that  the  weight  of  the 
airplane  as  it  proceeds  along  its  intended 
track  is  progressively  reduced  by  normal 
consumption  of  fuel  and  oil. 

(Sec.  205,  52  Stat.  984;  49  U.  S.  C.  425.  In¬ 
terprets  or  applies  secs.  601,  604,  52  Stat. 
1007,  1010,  as  amended;  49  U.  S.  C.  551,  554) 

By  the  Civil  Aeronautics  Board.^ 

[SEAL]  M.  C.  Mulligan, 

Secretary. 

[P.  R.  Doc.  55-8958;  Piled,  May  13.  1955; 
8:54  a.  m.] 


*  Adams,  Vice  Chairman,  dissenting. 


Chapter  H— Civil  Aeronautics  Admin¬ 
istration,  Department  of  Commerce 

Subdiapter  C— Aircraft  Regulations 

Part  501 — Aircraft  Registration 
Certificates 

revision  of  part 

Part  501  of  the  Regulations  of  the  Ad¬ 
ministrator  is  revised  in  its  entirety,  to 
make  editorial  changes  and  to  provide  a 
more  specific  statement  of  the  several 
standards  covering  the  application  for, 
and  issuance  of,  aircraft  certificates  of 
registration.  'The  fees  required  are 
stated  in  §§  501.3  (a)  (4)  and  501.4  (c) 
(2).  The  statutory  definition  of  “con¬ 
ditional  sale”  contained  in  the  Civil 
Aeronautics  Act  and  already  applicable 
by  virtue  of  that  Act  is  added  to  the  first 
sentence  of  §  501.4  (b)  (2)  (ii)  as  foot¬ 
note  6.  Section  501.8  provides  for  a 
temporary  certificate  of  registration 
pending  receipt  of  a  duplicate  certificate 
required  because  the  original  was  lost, 
stolen  or  mutilated.  An  additional  ob¬ 
ligation  is  imposed  by  §  501.11  in  that 
aircraft  owners  are  required  to  notify 
the  Administration  of  any  sale  or  export 
of  the  aircraft. 

Part  501  appeared  as  a  Notice  of  Pro¬ 
posed  Rule  Making  in  19  F.  R.  9292-9294 
on  December  29,  1954.  All  Interested 
persons  have  been  afforded  an  oppor¬ 
tunity  to  submit  written  views,  data  or 
argiunent  and  consideration  has  been 
given  all  relevant  data  presented. 

Part  501  is  adopted  to  read  as  follows: 


Sec. 

501.1 

Basis  and  purpose. 

501.2 

Scope. 

501.3 

Application. 

501.4 

Issuance  of  certificate  of  registra¬ 
tion. 

501.5 

Effective  date. 

501.6 

Transferability. 

501.7 

Duration. 

501.8 

Display. 

501.9 

Invalidation. 

501.10 

Surrender. 

501.11 

Notice  of  change  of  address  or  own¬ 
ership. 

Authority:  SS  501.1  to  501.11  Issued  un¬ 
der  sec.  205,  52  Stat.  984,  as  amended;  49 
U.  S.  C.  425.  Interpret  or  apply  sec.  501,  52 
Stat.  1005,  as  amended;  49  U.  S.  C.  521. 

§  501.1  Basis  and  purpose.  The  basis 
for  this  part  is  found  in  sections  205  and 
501  of  the  Civil  Aeronautics  Act  of  1938, 
as  amended.  The  purpose  of  this  part  is 
to  prescribe  the  regulations  under  which 
persons  may  register  aircraft  in  ac¬ 
cordance  with  the  requirements  of  sec¬ 
tion  501  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended.^ 


*The  certificate  of  registration  issued  by 
the  Civil  Aeronautics  Administration  is 
Issued  only  to  the  owner  of  an  aircraft. 
However,  section  501  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  states  that  “regis¬ 
tration  shall  not  be  evidence  of  ownership 
of  aircraft  in  any  proceeding  in  which  such 
ownership  by  a  particular  person  is,  or  may 
be.  In  issue.”  The  Civil  Aeronautics  Ad¬ 
ministration  does  not  issue  any  certificates 
of  ownership,  nor  is  information  with  respect 
to  ownership  endorsed  on  certificates  of 
registration. 

The  records  of  aircraft  ownership  which 
are  maintained  by  the  Civil  Aeronautics  Ad¬ 
ministration  are  public  records  and  are  open 
for  inspection  at  Temporary  Building  No.  4, 
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S  501.2  Scope.  Except  as  provided 
in  Part  502  of  this  chapter  with  respect 
to  Dealers’  Aircraft  Registration  Cer¬ 
tificates,  the  requirements  for  aircraft 
certificates  of  registration  shall  be  as 
prescribed  in  this  part. 

S  501.3  Application — (a)  Form.  Ap¬ 
plication  for  the  registration  of  an  air¬ 
craft  shall  be  made  upon  the  Form  ACA- 
500-B  furnished  by  the  Administrator 
of  Civil  Aeronautics.  The  Form  ACA- 
500  contains  three  parts:  Part  A,  "Cer¬ 
tificate  of  Registration";  Part  B.  "Ap¬ 
plication  for  Registration";  and  Part  C, 
"Bill  of  Sale."  An  applicant  for  a  cer¬ 
tificate  of  registration  shall  submit  to  the 
Civil  Aeronautics  Administration,  Ad¬ 
ministrative  and  Records  Branch,  W- 
240,  Washington  25,  D.  C.,  the  following: 

(1)  An  original  and  a  duplicate  of 
Part  A; 

(2)  Signed  duplicate  of  Part  B; 

(3)  A  signed  and  executed  duplicate 
of  Part  C  *  or  another  bill  of  sale  or  other 
form  of  conveyance  specified  in  §  501.4 
(b)  (2); 

(4)  A  registration  fee  of  $4.00,  in  the 
form  of  a  check  or  money  order  made 
payable  to  CAA,  Department  of  Com¬ 
merce. 

Ihe  name  of  the  purchaser  shall  be 
identical  on  Parts  A,  B,  and  C.  If  a  con¬ 
tract  of  conditional  sale  is  submitted,  an 
additional  fee  of  $4.00  shall  be  enclosed 
to  record  it.  Hie  applicant  shall  retain 
the  original  of  Part  B  in  the  aircraft  as 
a  temporary  registration  for  60  days, 
pending  receipt  of  Certificate  of  Regis¬ 
tration,  Part  A  of  the  Form  ACA-500. 

(b)  Signatures.  All  signatures  on 
applications  for  registration  shall  be  in 
ink  and  shall  comply  with  the  following, 
where  applicable: 

( 1 )  Agent.  If  an  instrument  is  signed 
by  an  agent,  the  name  of  the  applicant 
for  registration  shall  be  shown  above 
the  signature.  The  agent  shall  indicate 
that  he  is  signing  as  “agent’  ’or  "attor¬ 
ney  in  fact”  and  shall  submit  the  signed 
and  acknowledged  power  of  attorney 
under  which  he  is  acting  or  a  certified 
true  copy  thereof  or  other  acceptable 
evidence  of  his  authority. 

(2)  Corporation.  The  person  sign¬ 
ing  on  behalf  of  a  corporation  shall  show 
his  corporate  title  on  the  installment. 
’The  signature  of  a  person  signing  for  a 
corporation  other  than  the  president, 
vice  president,  secretary,  or  treasurer 
will  not  be  accepted  unless  there  is  sub- 

17th  Street  and  Constitution  Avenue,  NW., 
Washington,  D.  C.  Individuals  interested  In 
such  information  may  make  a  personal 
search  of  the  records  or  may  avail  themselves 
of  the  services  of  an  agent  or  an  attorney 
or  of  one  of  the  several  private  aircraft  title 
search  companies  located  in  Washington, 
D.  C.  A  list  of  such  companies  may  be  ob¬ 
tained  by  addressing  a  request  to  the  CivU 
Aeronautics  Administration,  Administrative 
and  Records  Branch,  W-240,  Washington  25, 
D.  O. 

•  A  separate  Part  C  (Bill  of  Sale)  to  Form 
ACA-500  has  been  provided  for  use  when  an 
additional  bill  of  sale  is  required  to  complete 
the  chain  of  ownership,  or  the  execution  of 
a  new  bill  of  sale  is  required  to  replace  that 
submitted  which  did  not  meet  the  recording 
requirements  of  the  Act  or  the  Regulations 
of  the  Administrator.  This  form  will  also 
serve  the  aircraft  manufacturers,  dealers, 
distributors,  and  purchasers,  who  buy  for 
immediate  resale. 


mitted  a  certified  copy  of  the  authority 
granted  him  by  the  Board  of  Directors 
of  the  corporation  to  act  in  that  capacity. 

(3)  Partnership.  Where  one  partner 
signs  few  the  entire  partnership,  the 
names  of  all  partners  shall  be  shown  and 
the  person  signing  shall  indicate  that  he 
is  signing  on  behalf  of  the  partnership 
by  showing  the  word  "partner”  beneath 
his  signature. 

(4)  Cotenants.  A  document  executed 
in  connection  with  aircraft  owned  by 
several  persons  as  cotenants  or  tenants 
in  common  shall  be  executed  by  each  of 
the  individuals  who  have  title  to  the  air¬ 
craft  under  that  form  of  ownership. 

(5)  Trade  name.  Documents  for  air¬ 
craft  owned  by  one  or  more  persons 
doing  business  under  a  trade  name  may 
be  executed  in  the  trade  name  and  the 
signer  shall  show  the  capacity  (owner, 
partner,  manager,  etc.)  under  which  he 
executed  the  documents. 

§  501.4  Issuance  of  certificate  of  reg¬ 
istration — (a)  New  or  previously  un¬ 
registered  aircraft — (1)  Application.  A 
certificate  of  registration  will  be  issued 
by  the  Administrator  of  Civil  Aero¬ 
nautics  for  aircraft  owned  by  citizens  of 
the  United  States*  and  not  previously 
registered  under  the  provisions  of  the 
Civil  Aeronautics  Act  of  1938,  if  the 
applicant 

(1)  Mails  or  delivers  a  duly  executed 
application  for  registration,  accom¬ 
panied  by  the  $4.00  registration  fee,  to 
the  Civil  Aeronautics  Administration, 
Administrative  and  Records  Branch, 
W-240,  Washington  25,  D.  C.;  and 

(ii)  Submits  with  the  application 
proof  satisfactory  to  the  Administrator 
of  Civil  Aeronautics  that  the  applicant 
is  the  owner  of  such  aircraft. 

(2)  Proof  of  ownership.  An  aircraft 
will  be  registered  only  in  the  name  of 
the  owner.  The  applicant  for  registra¬ 
tion  of  a  new  or  a  previously  unreg¬ 
istered  aircraft  shall  submit  proof  of  his 
ownership.  Part  "C"  of  Form  ACA-500, 
or  its  equivalent,  may  be  used  for  this 
purpose.*  Recognized  manufacturers 
shall  submit  evidence  from  an  official  of 

•As  defined  by  section  1  (13)  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  “  ‘Citi¬ 
zen  of  the  United  States’  means  (a)  an  indi¬ 
vidual  who  is  a  citizen  of  the  United  States 
or  of  one  of  its  possessions,  or  (b)  a  partner¬ 
ship  of  which  each  member  is  such  an 
individual,  or  (c)  a  corporation  or  associa¬ 
tion  created  or  organized  vmder  the  laws  of 
the  United  States  or  of  any  State,  Territory 
or  possession  of  the  United  States,  of  which 
the  president  and  two-thirds  or  more  of  the 
Board  of  Directors  and  other  managing  offi¬ 
cers  thereof  are  such  individuals  and  in 
which  at  least  75  per  centum  of  the  voting 
Interest  is  owned  or  controlled  by  persons 
who  are  citizens  of  the  United  States  or  of 
one  of  its  possessions." 

*  Aircraft  donated  under  Surplus  Property 
Act.  Aircraft  have  been  donated  to  public 
organizations  and  educational  institutions 
for  the  purpose  of  carrying  out  public  health 
and  educational  functions.  The  documen¬ 
tary  evidence  of  ownership  furnished  these 
institutions  was  in  varying  forms  and  fre¬ 
quently  contained  restrictions  regarding 
future  disposition  of  the  aircraft.  There¬ 
fore,  when  registration  of  the  aircraft  is  de¬ 
sired,  all  available  documents  and  Vouchers 
I  issued  to  the  welfare  institution  should  be 
submitted  to  the  Administrative  and  Records 
Branch  for  decision  regarding  their  accept¬ 
ability. 


the  company  setting  forth  the  fact  of 
ownership  by  reason  of  fabrication  of 
component  parts.  The  owner  of  home- 
built  aircraft  or  of  an  aircraft  assembled 
from  parts  shall  submit  his  affidavit  set¬ 
ting  forth  that  the  aircraft  was  built 
from  parts  and  that  the  affiant  is  the 
owner  of  all  right,  title  and  interest 
therein. 

(3)  Identification,  (i)  The  applicant 
for  registration  of  an  aircraft  which  has 
not  previously  been  assigned  a  registra¬ 
tion  number  shall  obtain  such  a  number 
from  the  nearest  Chvil  Aeronautics  Avia¬ 
tion  Safety  Agent  in  the  field.  In  addi¬ 
tion  to  the  prefix  “N”,  an  aircraft  identi¬ 
fication  number  will  not  exceed  five  sym¬ 
bols,  which  may  consist  of  1  to  5  digits; 

1  to  4  digits  followed  by  1  letter;  or  1  to  3 
digits  followed  by  2  letters. 

(ii)  If  the  owner  of  an  aircraft  desires 
the  assignment  of  a  number  not  available 
from  the  Aviation  Safety  Agent,  or  any 
change  from  the  registration  number  on 
the  aircraft,  he  shall  apply  directly  to  the 
Civil  Aeronautics  Administration,  Ad¬ 
ministrative  and  Records  Branch,  W- 
240,  Washington  25,  D.  C.,  and  shall 
accompany  his  request  with  a  check  or 
money  order  made  payable  to  CAA,  De¬ 
partment  of  Commerce,  in  the  amount  of 
$10.00  for  the  special  number  desired. 

(b)  Previously  registered  aircraft — 
(1)  Application.  A  certificate  of  regis¬ 
tration  will  be  issued  by  the  Administra¬ 
tor  of  Civil  Aeronautics  for  aircraft 
previously  registered  under  the  provi¬ 
sions  of  the  Civil  Aeronautics  Act  of  1938, 
as  amended,  if 

(1)  The  applicant  submits  a  duly  exe¬ 
cuted,  application  for  registration  to  the 
Civil  Aeronautics  Administration,  Ad¬ 
ministrative  and  Records  Branch,  W-. 
240,  Washington  25,  D.  C.,  accompanied 
by  the  registration  fee  of  $4.00 ; 

(ii)  The  applicant  submits  with  the 
application  for  registration  a  conveyance 
which  meets  the  requirements  prescribed 
in  Part  503  of  this  chapter  and  evidence 
applicant’s  ownership  of  the  aircraft; 
and 

(iii)  The  conveyance  submitted  with 
the  above  application  establishes,  within 
the  recordation  system  of  the  Adminis¬ 
trator  of  Civil  Aeronautics,  ownership  to 
the  aircraft  in  the  applicant:  Provided, 
That  this  requirement  shall  not  be  appli¬ 
cable  to  contracts  of  conditional  sale,  in 
which  the  seller  is  the  legal  owner  of  the 
aircraft,  if  the  purchaser  is  granted  the 
right  of  possession:  And  provided  fur¬ 
ther,  That  if  for  good  reason  an  applicant 
for  registration  cannot  comply  with  the 
provisions  of  subdivision  (ii)  of  this  sub- 
paragraph  and  this  subdivision  as  speci¬ 
fied  in  subparagraph  (2)  of  this  para¬ 
graph,  title  evidence  satisfactory  to  the 
Administrator  of  Civil  Aeronautics  shall 
be  submitted.* 

(2)  Proof  of  ownership,  (i)  If  the 
applicant  for  registration  purchased  the 
aircraft  from  the  last  registered  owner, 
he  shall  submit  a  conveyance  executed 
by  such  person  to  him.  If  the  applicant 
did  not  purchase  the  aircraft  from  the 
last  registered  owner,  he  shall  submit 

•Acceptable  evidence  might  consist  of  an 
affidavit  from  the  applicant  for  registration 
setting  forth  the  circumstances  of  his  inabil¬ 
ity  to  obtain  the  required  document  and  sub¬ 
mitting  therewith  any  available  evidence  he 
may  have  in  support  of  the  transaction. 
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documents  showing  consecutive  transac¬ 
tions  from  the  last  registered  owner, 
through  all  intervening  owners,  and 
thence  to  him.  Part  C  of  Form  ACA- 
500  is  a  bill  of  sale  which  should  be  com¬ 
pleted  by  the  seller.  Its  use  is  not  com¬ 
pulsory  and  any  equivalent  bill  of  sale 
is  acceptable  as  proof  of  ownership  pro¬ 
vided  it  is  acceptable  for  recording  imder 
the  requirements  outlined  in  §  503.1  of 
this  chapter. 

(ii)  The  purchaser  of  an  aircraft 
under  a  contract  of  conditional  sale  is 
the  owner  for  the  purpose  of  registration 
and  shall  submit  the  contract  of  condi¬ 
tional  sale  as  proof  of  ownership  when 
applying  for  registration.*  The  contract 
of  conditional  sale  shall  meet  the  appli¬ 
cable  requirements  of  Part  503  of  this 
chapter.  Where  an  equitable  interest 
under  a  contract  of  conditional  sale  has 
been  assigned,  the  assignee  is  the  owner 
for  the  purpose  of  registration  and  shall 
submit  the  original  contract  of  condi¬ 
tional  sale  (unless  it  has  already  been  re¬ 
corded  with  the  Civil  Aeronautics 
Administration) ,  and  an  assignment 
from  the  original  conditional  purchaser 
to  the 'applicant  for  registration.  This 
assignment  shall  meet  the  applicable  re¬ 
quirements  of  Part  503  of  this  chapter 
and  there  shall  also  be  afi&xed  the  signa¬ 
ture  of  the  holder  (conditional  seller  or 
his  assignee)  of  the  contract  of  condi¬ 
tional  sale  to  show  assent  to  the  assign¬ 
ment  of  the  equitable  interest. 

(iii)  Where  a  person  repossessing  an 
aircraft  desires  registration  in  his  name, 
he  shall  submit  as  evidence  of  his  owner¬ 
ship  his  certificate  of  repossession,  on 
Form  ACA-909  or  its  equivalent,  setting 
forth  that  the  aircraft  has  been  re¬ 
possessed  pursuant  to  the  terms  of  the 
financing  agreement  involved  and  the 
pertinent  local  laws,  together  with  an 
original  or  certified  true  copy  of  the  fi¬ 
nancing  agreement  under  which  the  air¬ 
craft  was  repossessed,  imless  such 
financing  agreement  has  been  previously 
recorded  by  the  Civil  Aeronautics 
Administration. 

(iv)  The  purchaser  of  an  aircraft  at 
a  foreclosure  sale  shall  submit  as  evi¬ 
dence  of  his  ownership:  A  bill  of  sale, 
which  meets  the  applicable  requirements 
of  Part  503  of  this  chapter,  executed  by 
the  oflBcer,  sheriff,  auctioneer,  or  other 
person  responsible  for  the  conduct  of 
such  sale;  an  affidavit,  on  Form  ACA- 
909  or  its  equivalent,  by  the  holder  of 


•As  defined  by  Section  1  (17)  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  ‘Con¬ 
ditional  sale’  means  (a)  any  contract  for  the 
sale  of  an  aircraft,  aircraft  engine,  propeller, 
appliance,  or  spare  part  under  which  posses¬ 
sion  is  delivered  to  the  buyer  and  the  prop¬ 
erty  is  to  vest  in  the  buyer  at  a  subsequent 
time,  upon  the  payment  of  part  or  all  of  the 
price,  or  upon  the  i>erformance  of  any  other 
condition  or  the  happening  of  any  contin¬ 
gency;  or  (b)  any  contract  for  the  bailment 
or  leasing  of  an  aircraft,  aircraft  engine, 
propeller,  appliance,  or  spare  part,  by  which 
the  bailee  or  lessee  contracts  to  pay  as  com¬ 
pensation  a  sum  substantially  equivalent  to 
the  value  thereof,  and  by  which  it  is  agreed 
that  the  bailee  or  lessee  is  bound  to  become, 
or  has  the  option  of  becoming,  the  owner 
thereof  upon  full  compliance  with  the  terms 
of  the  contract.  The  buyer,  bailee,  or  lessee 
shall  be  deemed  to  be  the  person  by  whom 
ftoy  such  contract  is  made  or  given.” 
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the  encumbrance  stating  that  the  air¬ 
craft  has  been  repossessed  or  otherwise 
seized,  and  sold  pursuant  to  the  terms 
of  the  financing  agreement  involved  and 
the  pertinent  local  laws;  and  an  original 
or  certified  true  copy  of  the  financing 
£^reement  under  which  the  aircraft  was 
repossessed  and  sold,  unless  such  financ¬ 
ing  agreement  has  been  previously 
recorded  by  the  Civil  Aeronautics 
Administration. 

(V)  Where  the  applicant  for  registra¬ 
tion  purchased  the  aircraft  at  a  sale  to 
satisfy  a  lien  for  storage  or  repair,  he 
shall  submit  as  proof  of  his  ownership  a 
bill  of  sale  from  the  officer,  sheriff,  auc¬ 
tioneer,  or  other  person  responsible  for 
the  conduct  of  such  sale,  which  docu¬ 
ment  shall  state  that  the  sale  was  con¬ 
ducted  in  accordance  with  the  pertinent 
local  laws. 

(vi)  In  any  case  where  the  title  to  an 
aircraft  has  been  in  controversy  and 
ownership  has  been  determined  by  a 
court,  the  applicant  for  registration 
shall  submit  a  properly  certified  order  of 
the  court. 

(vii)  If  the  applicant  for  registration 
is  the  administrator  or  executor  of  the 
estate  of  the  deceased  former  owner,  he 
shall  submit  with  the  application  for 
registration  a  certified  copy  of  the  letters 
of  administration  or  letters  testamen¬ 
tary  appointing  the  applicant  adminis¬ 
trator  or  executor.  If  the  aircraft  is 
sold  to  another  party,  the  applicant  for 
registration  shall  submit  a  bill  of  sale 
executed  for  the  estate  by  the  adminis¬ 
trator  or  executor,  tc^ether  with  a  certi¬ 
fied  copy  of  the  letters  of  administration 
or  letters  testamentary.  When  no  exec¬ 
utor  or  administrator  has  been  or  is  to 
be  appointed,  the  bill  of  sale  shall  be 
executed  in  the  name  of  the  estate  of  the 
former  owner  by  the  heir  at  law  and  shall 
be  accompanied  by  an  affidavit  from  the 
signer  that  no  application  has  been 
made  for  the  appointment  of  an  execu¬ 
tor  or  administrator,  that  in  so  far  as 
the  applicant  can  determine,  no  such 
application  will  be  made,  and  that  he  is 
the  person  entitled  to  the  aircraft  under 
the  laws  of  the  state  having  jurisdiction, 
or  that  under  such  laws  he  or  she  has 
the  right  to  dispose  of  the  aircraft. 

(c)  Aircraft  previously  registered  in 
foreign  countries — (1)  Application.  A 
certificate  of  registration  will  be  issued 
by  the  Administrator  of  Cfivil  Aeronau¬ 
tics  for  aircraft  which  have  been  last 
registered  under  the  laws  of  a  foreign 
country  if  the  applicant: 

(i)  Submits  a  duly  executed  applica¬ 
tion  for  registration  and  the  $4.00  regis¬ 
tration  fee  to  the  Civil  Aeronautics  Ad¬ 
ministration,  Administrative  and  Rec¬ 
ords  Branch,  W-240,  Washington  25, 
D.  C.;  and 

(ii)  Submits  with  the  application  a 
bill  of  sale  from  the  foreign  seller  or 
other  proof  satisfactory  to  the  Adminis¬ 
trator  of  Cfivil  Aeronautics  that  the  ap¬ 
plicant  is  the  owner  of  the  aircraft;  and 

(iii)  Submits  a  statement  signed  by  a 
proper  official  of  the  country  of  foreign 
registry  to  the  effect  that  all  holders  of 
recorded  rights  against  the  aircraft  have 
been  satisfied  or  have  consented  to  the 
transfer  of  registry;  or 


(iv)  Submits  evidence  satisfactory  to 
the  Administrator  of  Civil  Aeronautics, 

(a)  if  the  country  of  foreign  registry  has 
not  ratified  the  Convention  on  Interna¬ 
tional  Recognition  of  Rights  in  Aircraft, 
that  the  foreign  registry  has  terminated 
or  is  invalid,  or  (b)  if  the  country  of  for¬ 
eign  registry  has  ratified  the  Conven¬ 
tion,  that  the  foreign  registry  has  ter¬ 
minated  or  is  invalid,  or  that  ownership 
in  the  country  of  export  has  been  ter¬ 
minated  by  a  sale  in  execution  carried 
out  in  conformity  with  the  provisions  of 
the  Convention,  or  that  the  country  of 
foreign  registry  does  not  supply  infor¬ 
mation  with  respect  to  recorded  rights 
in  aircraft. 

(2)  Identification.  The  purchaser  of 
the  aircraft  shall  apply  to  the  Civil  Aero¬ 
nautics  Aviation  Safety  Agent  at  the  port 
of  entry  of  the  aircraft  into  the  United 
States  or  to  the  CAA  International  Field 
Office  for  assignment  of  a  registration 
number  to  the  aircraft.  If  the  purchaser 
desires  the  assignment  of  a  number  not 
available  from  the  agent  or  field  office, 
he  shall  apply  directly  to  the  Civil 
Aeronautics  Administration,  Administra¬ 
tive  and  Records  Branch,  W-240,  Wash¬ 
ington  25,  D.  C..  and  shall  accompany  his 
request  with  a  check  or  money  order 
made  payable  to  CAA,  Department  of 
Commerce,  in  the  amount  of  $10.00  for 
the  special  number  desired. 

§  501.5  Effective  date.  An  aircraft 
will  be  deemed  to  be  registered  upon  the 
date  the  documents  required  by  §  501.4 
(a),  (b),  or  (c),  whichever  is  applicable, 
are  submitted  to  the  Administrator  of 
Civil  Aeronautics. 

§  501.6  Transferability.  A  certificate 
of  registration  is  not  transferable. 

§  501.7  Duration.  Upon  application 
for  registration  made  upon  the  pre¬ 
scribed  form,  and  submission  of  the  re¬ 
quired  proof  of  ownership,  an  aircraft 
may  be  operated  for  a  period  of  sixty 
(60)  days  pending  registration  by  the 
Administrator  of  Civil  Aeronautics. 
(See  §  406.14  (c)  of  this  chapter.)  The 
certificate  of  registration  issued  by  the 
Administrator  of  CTivil  Aeronautics  pur¬ 
suant  thereto  shall  remain  in  effect  in¬ 
definitely  unless  suspended  or  revoked: 
Provided,  That  such  registration  and  cer¬ 
tificate  shall  immediately  expire  on  the 
date, 

(a)  The  aircraft  is  registered  under 
the  laws  of  any  foreign  country;  or 

(b)  The  registration  of  the  aircraft  is 
cancelled  at  the  written  request  of  the 
owner;  or 

(c)  The  aircraft  is  totally  destroyed 
or  scrapped;  or 

(d)  The  ownership  of  the  aircraft  is 
transferred. 

§  501.8  Display.  The  certificate  of 
registration  issued  for  any  aircraft  shall 
be  carried  at  all  times  in  such  aircraft 
and  shall  be  presented  upon  request  of 
any  duly  authorized  representative  of 
the  Administrator  of  Civil  Aeronautics, 
or  any  State  or  municipal  official  charged 
with  enforcing  local  laws  or  regulations 
involving  compliance  with  Federal  law. 
If  a  certificate  of  registration  is  lost, 
stolen  or  mutilated,  the  person  to  whom 
such  certificate  was  issued  may  apply 
for  a  duplicate  to  the  Civil  Aeronautics 
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Administration.  Administrative  and  Rec* 
ords  Branch,  W-240,  Washington  25, 
D.  C.  A  fee  of  one  dollar  ($1.00)  will  be 
charged  for  the  issuance  of  a  duplicate 
certificate  of  registration.  If  a  duplicate 
certificate  hsw  been  requested  and  need 
for  operation  of  the  aircraft  arises  be¬ 
fore  the  duplicate  certificate  of  regis¬ 
tration  can  be  received,  on  request  from 
the  owner,  the  Administrative  and  Rec¬ 
ords  Branch  will  issue  a  temporary  cer¬ 
tificate  in  the  form  of  a  telegram  to  be 
carried  in  the  aircraft,  which  will  be 
good  for  a  period  not  to  exceed  ten  days. 

§  501.9  Invalidation.  Any  registra¬ 
tion  of  an  aircraft  shall  be  null  and  void 
if  at  the  time  of  registration: 

(a)  The  aircraft  was  registered  under 
the  laws  of  a  foreign  country;  or 

<b)  The  person  registered  as  owner 
was  not  the  true  and  lawful  owner  of  the 
aircraft;  or 

(c)  The  person  registered  as  owner 
was  not  a  citizen  of  the  United  States ;  or 

(d)  The  person  registered  as  owner 
was  a  citizen  of  the  United  States  but  the 
interest  of  such  person  in  the  aircraft 
was  created  by  a  transaction  not  entered 
into  in  good  faith,  being  made  rather 
for  the  purpose  of  avoiding,  with  or 
without  the  knowledge  of  the  registered 
owner,  the  provision  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  which  prevents  the 
registration  of  an  aircraft  in  the  name 
of  a  person  not  a  citizen  of  the  United 
States. 

§  501.10  Surrender.  Upon  the  sus¬ 
pension,  revocation,  expiration,  or  invali¬ 
dation  of  a  certificate  of  registration,  the 
owner  of  the  aircraft  shall,  upon  request, 
surrender  such  certificate  to  any  author¬ 
ized  representative  of  the  Administrator. 

§  501.11  Notice  of  change  of  address 
or  ownership.  The  registered  owner  of 
any  aircraft  shall  notify  the  Civil  Aero¬ 
nautics  Administration.  Administrative 
and  Records  Branch,  W-240,  Washing¬ 
ton  25,  D.  C.,  immediately  of  any  change 
of  permanent  mailing  address  or  of  the 
sale  or  export  of  the  aircraft. 

This  revision  shall  become  effective 
June  15,  1955. 

[SEAL]  S.  A.  Kemp, 

Acting  Administrator  of 
Civil  Aeronautics. 

[P.  R.  Doc.  55-3862;  Filed,  May  13,  1955; 

8:45  a.  m.] 


Part  502 — ^Dealers’  Aircraft  Registra¬ 
tion  Certificates 

revision  of  part 

Part  502  of  the  Regulations  of  the 
Administrator  governing  the  application 
for,  and  issuance  of,  dealers’  aircraft 
registration  certificates,  is  revised  in  its 
entirety.  With  the  exception  of  specify¬ 
ing  the  required  fees  in  §  502.2,  substan¬ 
tive  revisions  are  made  only  in  §  502.2 
to  provide  that  application  for,  and  issu¬ 
ance  of  these  certificates  shall  be  admin¬ 
istered  in  the  CAA  Washington  Office 
rather  than  the  several  Regional  Offices; 
in  S  502.4  (a)  (1)  (ii),  to  make  clear 
that  these  certificates  may  be  employed 


for  demonstration  flights  of  single  place  ( 
aircraft  flown  by  prospective  purchasers  1 
and  to  specify  certain  prohibited  uses;  1 
and  §  502.4  (b)  to  notify  aircraft  dealers  i 
they  are  not  required  to  submit  docu-  1 
mentary  evidence  of  ownership  of  a  par¬ 
ticular  aircraft  prior  to  operation  of  the 
aircraft.  s 

Part  502  appeared  as  a  Notice  of  Pro-  1 
posed  Rule  Making  in  19  P.  R.  9295  on  < 
December  29,  1954,  All  interested  per¬ 
sons  have  been  afforded  an  opportunity 
to  submit  written  views,  data  or  argu¬ 
ment  and  consideration  has  been  given  ' 
all  relevant  data  presented. 

Part  502  is  adopted  to  read  as  follows: 
Sec, 

502.1  Basis  and  purpose. 

502.2  Application. 

502.3  Requirements. 

502.4  Limitations. 

502.5  Rules. 

502.6  Notice. 

Authoritt:  §§  502.1  to  502.6  issued  under 
sec.  205,  52  Stat.  684,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  501,  52  Stat. 
1005,  as  amended;  49  U.  S.  C.  521. 

§  502.1  Basis  and  purpose.  The  pur¬ 
pose  of  the  regulations  in  this  part  is: 

(a)  To  prescribe  regulations  for  the 
registration  of  aircraft  by  persons  en¬ 
gaged  in  the  business  of  manufacturing, 
distributing  or  selling  of  aircraft; 

(b)  To  facilitate  the  operation, 
demonstration,  and  merchandising  of 
aircraft  moving  in  the  ordinary  trade 
channels  from  the  manufacturer,  dis¬ 
tributor,  or  dealer  to  the  ultimate  pur¬ 
chaser  without  imposing  upon  the 
manufacturer,  distributor,  or  dealer  the 
burden  of  obtaining  an  individual  cer¬ 
tificate  of  registration  for  such  aircraft 
with  each  transfer  of  ownership  as  re¬ 
quired  under  the  registration  provisions 
of  Part  501  of  this  chapter,  and 

(c)  To  permit  manufacturers  to  con¬ 
duct  required  production  flight  tests. 
A  dealers’  aircraft  registration  certifl- 
cate  is  an  alternate  form  for  the  regis¬ 
tration  of  civil  aircraft  from  that  pre¬ 
scribed  by  Part  501.  Persons  engaged  in 
the  business  of  manufacturing,  distrib¬ 
uting  or  selling  aircraft,  upon  applica¬ 
tion,  may  obtain  one  or  more  dealers* 
aircraft  registration  certificates  issued 
under  the  provisions  of  this  part.  ’The 
basis  for  this  part  is  found  in  section  501 
of  the  Civil  Aeronautics  Act  of  1938,  as 
amended. 

§  502.2  Application.  Application  for 
a  dealers’  aircraft  registration  certifi¬ 
cate  shall  be  made  upon  the  Form  ACA- 
1706  furnished  by  the  Administrator  of 
Civil  Aerona'utics  and  shall  be  submitted 
to  the  Civil  Aeronautics  Administration, 
Administrative  and  Records  Branch,  W- 
240,  Washington  25,  D.  C.,  with  the  re¬ 
quired  registration  fee  of  $5.00  for  the 
first  certificate  and  $1.00  for  each  addi¬ 
tional  or  subsequent  certificate  issued  to 
the  same  dealer.  An  application  con¬ 
taining  current  data  shall  be  signed  in 
ink  and  shall  be  submitted  each  time 
certificates  are  requested  and  may  cover 
as  many  certificates  as  are  desired  at 
that  time. 

§  502.3  Requirements.  To  be  eligible 
r  for  a  dealers’  aircraft  registration  cer- 
l  tificate  an  applicant  shall  be  a  citizen 


of  the  United  States*  with  an  estab¬ 
lished  place  of  business  located  in  the 
United  States  or  any  Territory  or  posses¬ 
sion  of  the  United  States,  engaged  in 
the  following  activities: 

(a)  The  manufacture  of  aircraft,  or 

(b)  The  distribution  or  sale  of  new 
aircraft  under  authority  of  a  franchise, 
license,  letter  of  authority,  agreement, 
or  other  arrangement  from  the  manu¬ 
facturer  or  his  authorized  agent,  or 

(c)  The  distribution  or  sale  of  used 
aircraft  to  ultimate  purchasers  through 
ordinary  trade  channels. 

§  502.4  Limitations — (a)  Operation. 

(1)  A  dealers’  aircraft  registration  cer¬ 
tificate  shall  be  valid  for  the  navigation 
of  an  aircraft  only  by  a  person  to  whom 
such  certificate  vras  issued,  his  duly  au¬ 
thorized  agent  or  employee,  or  a  pro¬ 
spective  purchaser. 

(2)  A  dealers’  aircraft  registration 
certificate  is  valid  only  for  an  aircraft 
owned  by  a  person  to  whom  such  cer¬ 
tificate  was  issued  and  which  is  being 
operated, 

(i)  In  the  ordinary  trade  channels  be¬ 
tween  any  two  of  the  following  persons: 
the  manufacturer,  the  distributor,  the 
dealer,  or  the  purchaser  from  any  of 
such  persons,  or 

(ii)  For  demonstration  purposes  nec¬ 
essary  to  the  sale  of  such  aircraft  (Single 
place  aircraft  may  be  flown  by  prospec¬ 
tive  purchasers  for  sales  demonstration 
purposes  under  the  direct  supervision 
and  control  of  the  person  or  his  agent 
to  whom  the  dealers’  aircraft  registra¬ 
tion  certificate  was  issued,  provided  the 
prospective  purchaser  is  a  properly 
certificated  airman.  Charter  flights  or 
other  flights  which  involve  the  carriage 
of  passengers  or  property  for  hire  are  not 
permitted.  The  use  of  a  dealers’  air¬ 
craft  registration  certificate  in  an  air¬ 
craft  which  is  rented  or  leased  under 
contract  is  prohibited.),  or 

(iii)  To  conduct  required  production 
flight  tests. 

(3)  A  dealers’  aircraft  registration 
certificate  is  valid  for  an  aircraft  only 
while  the  aircraft  is  operated  within  the 
United  States  and  the  territories  and 
possessions  of  the  United  States,  includ¬ 
ing  the  territorial  waters  and  the  over- 
lying  air  space  thereof. 

(b)  Transfer  of  ownership.  When¬ 
ever  the  ownership  of  an  aircraft  is 
transferred  to  a  person  who  is  not  the 
possessor  of  a  valid  dealers’  aircraft 
registration  certificate,  the  purchaser 
shall  make  application  for  registration 
of  the  aircraft  in  his  name  in  accord¬ 
ance  with  the  provisions  of  Part  501  of 

*As  defined  by  section  1  (13)  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  "  ‘Citi¬ 
zen  of  the  United  States’  means  (a)  an  Indi¬ 
vidual  who  Is  a  citizen  of  the  United  States 
or  of  one  of  its  possessions,  or  (b)  a  partner- 
>  ship  of  which  each  member  is  such  an 
individual,  or  (c)  a  corporation  or  associa¬ 
tion  created  or  organized  under  the  laws  of 
^  the  United  States  or  of  any  State,  Territory, 
or  p>os8esslon  of  the  United  States  of  which 
the  president  and  two-thirds  or  more  of  the 
’  board  of  directors  and  other  managing  offi¬ 
cers  thereof  are  such  individuals  and  In 
^  which  at  least  75  per  centum  of  the  voting 
Interest  is  owned  or  controlled  by  persons 
‘  who  are  citizens  of  the  United  States  or  of 
L  one  of  its  possessions.” 
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this  chapter  prior  to  the  operation  of  the 
aircraft.  Aircraft  distributors  or  dealers, 
who  are  operating  under  the  terms  of  a 
dealers’  aircraft  registration  certificate 
are  not  required  to  submit  documentary 
evidence  of  their  ownership  of  a  par¬ 
ticular  aircraft  prior  to  operation  of  the 
aircraft.* 

§  502.5  Rules — (a)  Display.  The 
dealers’  aircraft  registration  certificate 
shall  be  carried  in  the  aircraft  when 
operated  by  the  person  to  whom  the  cer¬ 
tificate  was  issued,  or  by  his  authorized 
agent  or  employee. 

(b)  Duration.  A  dealers’  aircraft 
registration  certificate  shall  expire  one 
year  from  the  date  of  issuance  thereof. 

(c)  Transferability.  A  dealers’  air¬ 
craft  registration  certificate  is  not  trans¬ 
ferable. 

§  502.6  Notice.  The  holder  of  a  deal¬ 
ers’  aircraft  registration  certificate  shall 
notify  the  Civil  Aeronautics  Administra¬ 
tion,  Administrative  and  Records 
Branch.  W-240,  Washington  25,  D.  C., 
immediately  of  any  change  which  affects 
his  status  as  a  citizen  of  the  United 
States  as  defined  in  section  1  (13)  of  the 
Civil  Aeronautics  Act  of  1938,  or  other¬ 
wise  affects  his  eligibility  for  a  dealers’ 
aircraft  registration  certificate. 

This  revision  shall  become  effective 
June  15,  1955. 

[SEAL]  S.  A.  Kemp, 

Acting  Administrator  of 
Civil  Aeronautics. 

[P.  R.  Doc.  55-3863;  Piled,  May  13,  1955; 

8:46  a.  m.] 


Part  503 — ^Recordation  of  Aircraft 
Ownership 

revision  of  part 

Part  503  of  the  Regulations  of  the  Ad¬ 
ministrator  governing  the  recordation 
of  documents  affecting  the  title  to,  or 
interest  in,  aircraft,  is  revised  in  its  en¬ 
tirety.  While  some  editorial  changes  are 
made  throughout  and  the  fee  is  specified 
in  §  503.3  (a)  (6),  the  revision  consists 
for  the  most  part  of  the  addition  of  ex¬ 
press  statements  of  the  standards  ap¬ 
plicable  to  the  recording  of  instruments 
under  ttie  part.  A  substantive  revision 
is  made  in  the  definition  of  “conveyance” 
in  §  503.2.  This  revision  expressly  pro¬ 
vides  for  the  recordation  of  such  instru¬ 
ments  affecting  interests  in  aircraft  as 
judicial  decrees  and  notices  of  tax  liens 
or  of  other  liens. 

Part  503  appeared  as  a  Notice  of  Pro¬ 
posed  Rule  Making  in  19  F.  R.  9295-9296 
on  December  29,  1954.  All  interested 
persons  have  been  afforded  an  opportun¬ 
ity  to  submit  written  views,  data  or  argu¬ 
ment  and  consideration  has  been  given 
all  relevant  data  presented. 


*If  bill  of  sale  is  forwarded  to  Civil  Aero¬ 
nautics  Administration,  Administrative  and 
Records  Branch,  W-240,  Washington  25.  D.  C., 
by  the  dealer  prior  to  sale  of  the  aircraft, 
it  will  be  recorded  under  section  503  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended, 
and  thus  be  safeguarded  from  loss  or 
destruction.  There  is  no  fee  for  the  recording 
of  such  document. 


Part  503  is  adopted  to  read  as  follows: 

Sec. 

503.1  Basis  and  ptupose. 

503.2  Definitions. 

503.3  Eligibility  of  conveyance. 

AtTTHOBiTY;  §§  503.1  to  503.3  issued  under 
sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  501,  52  Stat.  1005, 
as  amended;  49  U.  S.  C.  521. 

§  503.1  Basis  and  purpose.  The  pur¬ 
pose  of  this  part  is  to  prescribe  regula¬ 
tions  for  the  recordation  of  conveyances 
affecting  title  to,  or  any  interest  in,  any 
aircraft  registered  imder  the  provisions 
of  section  501  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  and  Part  501  or 
Part  502  of  this  chapter.*  The  basis  for 
this  part  is  found  in  section  503  of  the 
Civil  Aeronautics  Act  of  1938,  as 
amended. 

§  503.2  Definitions.  As  used  in  this 
part,  “conveyance”  means: 

(a)  A  bill  of  sale,  contract  of  condi¬ 
tional  sale,  assignment  of  contract  of 
conditional  sale,  or  assignment  of  equi¬ 
table  interest  under  contract  of  condi¬ 
tional  sale,  mortgage,  assignment  of 
mortgage,  lease,  judicial  decree,  notice 
of  tax  lien  or  of  other  lien,  or  other 
instrument  affecting  title  to,  or  any  in¬ 
terest  in,  aircraft;  and 

(b)  Any  release,  cancellation,  invali¬ 
dation,  discharge,  or  satisfaction  relat¬ 
ing  to  any  instrument  recorded  under 
this  part. 

§  503.3  Eligibility  of  conveyance,  (a) 
A  conveyance  shall  be  eligible  for  recor¬ 
dation  only  if: 

(1)  It  is  executed  upon  the  form  pre¬ 
scribed  by  the  Administrator  of  Civil 
Aeronautics  for  such  tsrpe  of  conveyance, 
or  upon  a  form  deemed  appropriate  by 
the  Administrator,  and  is  submitted  to 
the  Civil  Aeronautics  Administration, 
Administrative  and  Records  Branch, 
W-240,  Washington  25,  D.  C.; 

(2)  It  describes  the  aircraft  by  make, 
manufacturer’s  serial  number  and  Civil 
Aeronautics  registration  number,  or  by 
other  detail  sufficient  to  enable  identi¬ 
fication; 

(3)  It  is  the  original  document  or  an 
executed  duplicate  thereof,  with  all 
signatures  in  ink;* 

(4)  It  is  accompanied  by  a  duly  ex¬ 
ecuted  application  for  registration  and 
the  required  registration  fee,  and  com¬ 


»A  recordable  Instrument  Is  one  which 
purports  to  be  a  “conveyance”  as  that  term 
Is  defined  by  section  1  (18)  of  the  Civil 
Aeronautics  Act.  Recordation  of  an  instru¬ 
ment  does  not  mean  the  Instrument  does, 
in  fact,  affect  the  title  to,  or  any  interest  in, 
an  aircraft. 

» When  return  of  the  original  conveyance 
to  the  sender  is  desired,  a  certified  true  copy 
thereof  shall  be  submitted  with  the  original 
document.  After  recOTding,  the  certified 
true  copy  will  be  retained  and  the  original 
will  be  returned  to  the  sender  stamped  with 
the  date  and  hour  of  recordation.  A  certi¬ 
fied  true  copy  of  an  original  document  is  a 
document  which  Is  a  complete  copy  of  the 
original  in  all  respects,  including  the  dates, 
signatures,  and  acknowledgments  and  to 
which  Is  attached  a  certificate  of  a  notary 
public  stating  that  such  officer  has  compared 
the  copy  with  the  original  document  and 
that  it  is  a  true  and  correct  copy  in  all 
respects. 


plies  with  the  other  provisions  of  §  501.4 
(a) ,  (b) ,  or  (c)  of  this  chapter,  which¬ 
ever  is  applicable:  Provided,  That  this 
paragraph  shall  not  apply  to  conveyances 
affecting  title  to  United  States  registered 
aircraft  where  such  a  conveyance  does 
not  transfer  ownership  of  the  aircraft 
from  the  United  States  citizen:  And  pro¬ 
vided  further.  That  a  bill  of  sale  or  con¬ 
tract  of  conditional  sale  to  the  holder  of 
a  dealer’s  aircraft  registration  certificate 
will  be  recorded  as  set  forth  in  §  502.4 
of  this  chapter  although  not  accompa¬ 
nied  by  an  application  for  registration 
and  registration  fee;  * 

(5)  It  affects  an  aircraft  registered 
under  the  terms  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended; 

(6)  It  is  accompanied  by  the  required 
recordation  fee  of  $4.00  in  the  form  of  a 
check  or  money  order  made  payable  to 
CAA,  Department  of  Commerce,  for  each 
aircraft  covered  by  the  conveyance  (See 
§  407.14  of  this  chapter) :  Provided,  That 
this  paragraph  shall  apply  only  to  con¬ 
veyances  executed  for  security  purposes, 
and  not  to  any  release,  cancellation,  in¬ 
validation,  discharge,  or  satisfaction 
thereof;  and 

(7)  It  is  acknowledged  by  the  signer 
or  signers  before  a  notary  public  or  other 
officer  authorized  by  the  law  of  the 
United  States,  or  of  a  State,  Territory 
or  possession  thereof,  or  the  District  of 
Columbia,  to  take  acknowledgment  of 
deeds. 

(b)  Additional  requirements:  (1) 
Where  the  seller  is  not  shown  on  the 
records  of  the  Civil  Aeronautics  Admin¬ 
istration  as  being  the  owner  of  the 
aircraft,  the  bill  of  sale  shall  be  accom¬ 
panied  by  a  bill  or  bills  of  sale  or  similar 
instruments  showing  consecutive  trans¬ 
actions  from  the  last  registered  owner 
through  all  Intervening  owners  and 
thence  to  him. 

(2)  A  contract  of  conditional  sale 
shall  be  signed  and  acknowledged  by 
both  the  conditional  seller  and  the  con¬ 
ditional  purchaser.  If  the  conditional 
seller  is  not  shown  on  the  records  of  the 
Civil  Aeronautics  Administration  as  be¬ 
ing  the  owner  of  the  aircraft,  the  con¬ 
tract  of  conditional  sale  shall  be  accom¬ 
panied  by  a  bill  or  bills  of  sale  or  other 
documents  establishing  the  fact  that  the 
conditional  seller  is  the  owner. 

(3)  An  assignment  of  a  contract  of 
conditional  sale  shall  be  executed  by  the 
conditional  seller  (assignor)  and  contain 
a  description  of  the  aircraft  unless  it  is 
attached  to,  and  is  a  part  of,  the  original 
contract  of  conditional  sale. 

(4)  An  assignment  of  equitable  inter¬ 
est  under  a  contract  of  conditional  sale 
shall  contain  a  description  of  the  original 
contract  so  as  to  permit  identification; 
shall  be  signed  and  acknowledged  by  the 
assignor  (conditional  purchaser  imder 


•Documents  of  this  nature  are  recorded 
under  the  numbers  assigned  to  aircraft  by 
their  manufacturers.  No  particular  dealers* 
aircraft  registration  certificate  is  associated 
with  a  particular  aircraft.  This  action  of 
recordation  provides  Information  to  those 
consulting  the  records  as  to  the  ownership 
of  the  aircraft.  The  question  of  whether  the 
full  benefits  of  the  recording  provisions  of 
the  Civil  Aeronautics  Act  are  thus  acquired 
has  not  yet  been  the  subject  of  Judicial 
review. 


3302 


RULES  AND  REGULATIONS 


the  original  contract)  and  also  be  signed 
by  Uie  holder  (conditional  seller  or  his 
assignee)  of  the  contract  of  conditional 
sale  to  show  assent  to  the  assignment  of 
the  equitable  interest. 

(5)  When  the  payments  and  condi¬ 
tions  of  the  contract  of  conditional  sale 
have  been  made  or  performed,  the  holder 
shall  execute  a  release  on  the  reverse  side 
of  Form  ACA-818,  which  form  is  sent  to 
the  holder  of  the  contract  at  the  time  of 
the  recordation  of  the  encumbrance,  or 
its  equivalent,  and  forward  it  for  record¬ 
ation. 

(6)  A  chattel  mortgage  shall  be  eligi¬ 
ble  for  recording  if: 

(i)  It  is  signed  by  the  mortgagor;  and 

(ii)  It  is  executed  in  the  name  of  the 
registered  owner,  or  the  mortgagor  ap¬ 
plies  for  registration  as  provided  in  Part 
501  of  this  chapter;  except  that,  a  chattel 
mortgage  may  be  recorded  without  the 
submission  of  an  application  for  registra¬ 
tion  and  registration  fee  if  the  mortgagor 
is  the  holder  of  a  valid  dealers’  aircraft 
registration  certificate  and  submits  the 
documents  establishing  his  ownership  as 
outlined  in  §  501.4  of  this  chapter  or  if 
the  mortgagor  was  the  owner  on  the  date 
of  the  execution  of  the  mortgage  and  the 
documents  recorded  with  this  office 
establish  that  fact. 

(7)  An  assignment  of  a  chattel  mort¬ 
gage  shall  be  signed  by  the  mortgagee 
(assignor)  and  unless  it  is  attached  to. 
and  made  a  part  of,  the  original  mort¬ 
gage,  it  shall  contain  a  description  of  the 
mortgage  and  be  accompanied  by  the 
$4.00  recordation  fee  for  each  aircraft 
listed  in  the  mortgage. 

(8)  A  supplement  to  a  chattel  mort¬ 
gage  which  has  been  previously  recorded 
by  the  Civil  Aeronautics  Administration 
shall  meet  all  of  the  requirements  for 
recording  an  original  mortgage,  which 
shall  be  described  in  the  supplement  in 
sufficient  detail  so  as  to  permit  identifica¬ 
tion,  and  shall  be  accompanied  by  a  $4.00 
recordation  fee  for  each  aircraft  listed 
therein. 

(9)  When  a  chattel  mortgage  has  been 
satisfied  or  any  of  the  mortgaged  air¬ 
craft  released  from  the  terms  of  the 
mortgage,  the  holder  of  the  mortgage 
shall  execute  the  release  on  the  reverse 
side  of  Form  ACA-506  (which  form  is 
sent  to  the  holder  at  the  time  of  rec¬ 
ordation  of  the  mortgage)  or  its  equiva¬ 
lent,  and  forward  it  for  recordation.  If 
the  mortgage  is  secured  by  a  number  of 
aircraft  and  all  of  the  collateral  is  re¬ 
leased,  it  is  not  necessary  that  the  col¬ 
lateral  be  described  in  detail  in  the 
release  document.  However,  the  mort¬ 
gage  shall  be  clearly  identified  through 
the  names  of  the  mortgagor,  mortgagee, 
and/or  assignee,  the  date  of  recording 
of  the  mortgage  with  the  Civil  Aero¬ 
nautics  Administration  and  the  docu¬ 
ment  number  thereof. 

This  revision  shall  become  effective 
June  15,  1955. 

[SEAL]  S.  A.  Kemp, 

Acting  Administrator  of 
Civil  Aeronautics. 

IF.  B.  Doc.  65-3864;  Piled,  May  13,  1955; 

8:46  a.  m.] 


Part  504 — ^Recordation  of  Encum¬ 
brances  Against  Specifically  Identz- 

riEo  Aircraft  Engines 

REVISION  OF  PART 

Part  504  of  the  Regulations  of  the 
Administrator  dealing  with  the  recorda¬ 
tion  of  encumbrances  against  specifically 
identified  aircraft  engines  is  revised  in 
its  entirety.  Similar  to  the  revision  pro¬ 
posed  in  Part  503  of  this  chapter,  §  504.2 
expressly  includes  as  recordable  convey¬ 
ances  such  instruments  affecting  inter¬ 
ests  in  aircraft  engines  as  judicial  de¬ 
crees  and  notices  of  tax  liens  or  of  other 
liens.  In  addition,  the  revision  includes 
in  §  504.3  (a)  (3)  a  statement  of  the 
required  fee  and  in  §  504.3  (b)  the  stand¬ 
ards  which  are  applicable  to  the  record¬ 
ing  of  releases  of  interests  in  aircraft 
engines. 

Part  504  appeared  as  a  Notice  of  Pro¬ 
posed  Rule  Making  in  19  F.  R.  9297  on 
December  29,  1954.  All  interested  per¬ 
sons  have  been  afforded  an  opportunity 
to  submit  written  views,  data  or  argu¬ 
ment  and  consideration  has  been  given 
all  relevant  data  presented. 

Part  504  is  adopted  to  read  as  follows: 
Sec. 

504.1  Basis  and  purpose. 

504.2  Definitions. 

504.3  Eligibility  of  conveyances. 

Authority:  §§  504.1  to  504.3  issued  under 
sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  503,  52  Stat. 
1006,  as  amended;  49  U.  S.  C.  523. 

§  504.1  Basis  and  purpose.  The  pur¬ 
pose  of  this  part  is  to  prescribe  regula¬ 
tions  for  the  recordation  of  conveyances 
affecting  the  title  to,  or  any  interest  in, 
any  specifically  identified  aircraft  en¬ 
gine  or  engines  of  seven  hundred  and 
fifty  or  more  rated  takeoff  horsepower 
for  each  such  engine  or  the  equivalent 
of  such  horsepower.  The  basis  for  this 
part  is  found  in  section  503  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended. 

§  504.2  Definitions.  As  used  in  this 
part,  “conveyance”  means: 

(a)  Any  lease,  mortgage,  equipment 
trust,  contract  of  conditional  sale,  judi¬ 
cial  decree,  notice  of  tax  lien  or  of  other 
lien,  or  other  instrument  executed  for 
security  purposes,  which  instrument 
affects  the  title  to,  or  any  interest  in, 
any  specifically  identified  aircraft  engine 
or  engines  of  seven  hundred  and  fifty 
or  more  rated  takeoff  horsepower  for 
each  such  engine  or  the  equivalent  of 
such  horsepower;  or 

(b)  Any  assignment,  amendment,  or 
supplement  of  or  to  an  instrument  set 
forth  in  paragraph  (a)  of  this  section; 
or 

(c)  Any  release,  cancellation,  dis¬ 
charge,  or  satisfaction  relating  to  any 
of  the  instruments  set  forth  in  para¬ 
graphs  (a)  and  (b)  of  this  section. 

§  504.3  Eligibility  of  conveyances. 
(a)  A  conveyance  shall  be  eligible  for 
recordation  only  if: 

( 1 )  It  affects  an  aircraft  engine  which 
is  specifically  identified  by  make,  model 
and  manufacturer’s  serial  number; 

(2)  It  affects  an  aircraft  engine  of 
seven  hundred  and  fifty  or  more*rated 


takeoff  horsepower  or  the  equivalent  of 
such  horsepower; 

(3)  It  is  accompanied  by  the  required 
recordation  fee  of  $2.00  in  the  form  of  a 
check  or  money  order  made  payable  to 
CAA,  Department  of  Commerce,  for  each 
aircraft  engine  affected  by  the  convey¬ 
ance  (see  §  407.23  of  this  chapter) : 
Provided,  That  this  paragraph  shall  not 
apply  to  any  release,  cancellation,  in¬ 
validation,  discharge,  or  satisfaction  re¬ 
lating  to  any  conveyance  recorded  under 
this  part; 

(4)  It  is  signed  in  ink  and  submitted 
to  the  Civil  Aeronautics  Administration, 
Administrative  and  Records  Branch, 
W-240,  Washington  25,  D.  C. ;  and 

(5)  It  is  acknowledged  before  a  notary 
public  or  other  officer  authorized  by  the 
law  of  the  United  States,  or  of  a  State, 
Territory  or  possession  thereof,  or  the 
District  of  Columbia,  to  take  acknowl¬ 
edgment  of  deeds. 

(b)  Release;  A  release,  of  the  collat¬ 
eral  listed  in  the  encumbrance,  or  any 
part  thereof,  shall  be  signed  in  ink  and 
acknowledged  by  the  holder  of  the  en¬ 
cumbrance.  This  release  shall  be  in 
form  equivalent  to  the  release  Form 
ACA-506,  and  shall  contain  a  descrip¬ 
tion  of  the  encumbrance,  the  recording 
data  furnished  the  holder  at  the  time  of 
its  recording,  and  the  collateral  re¬ 
leased.  If  a  number  of  engines  were 
listed  in  the  encumbrance  and  all  of  that 
collateral  is  released,  it  will  not  be  nec¬ 
essary  to  list  the  engines  by  serial  num¬ 
ber,  but  the  release  shall  set  forth  that 
all  of  the  engines  encumbered  have  been 
released.  The  original  recorded  docu¬ 
ment  shall  be  clearly  identified  by  the 
names  of  the  parties  to  the  transaction, 
the  date  of  recording  with  the  CJivil 
Aeronautics  Administration,  and  the 
document  number  thereof. 

’This  revision  shall  become  effective 
June  15,  1955. 

[SEAL]  S.  A.  Kemp, 

Acting  Administrator  of 
Civil  Aeronautics. 

[P.  R.  Doc.  55-3865;  Piled,  May  13,  1955; 

8:46  a.  m.] 


Part  505 — ^Recordation  of  Encum¬ 
brances  Agains::  Aircraft  Engines, 
Propellers,  Appuances,  and  Spare 
Parts 

REVISION  OF  part 

Part  505  of  the  Regulations  of  the  Ad¬ 
ministrator  governing  the  recordation 
of  encumbrances  against  aircraft  en¬ 
gines,  propellers,  appliances  and  spare 
parts  is  revised  in  its  entirety.  Section 
505.2  expressly  includes  as  recordable 
conveyances  such  instruments  affecting 
interests  in  aircraft  engines  as  judicitd 
decrees  and  notices  of  tax  liens  or  of 
other  liens.  In  addition,  the  revision  in¬ 
cludes  in  §  505.3  (a)  (3)  a  statement  of 
the  required  fee  and  in  §  505.3  (b)  the 
standards  which  are  applicable  to  the 
recording  of  releases  of  interests  in  air¬ 
craft  engines. 
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Part  505  appeared  as  a  Notice  of  Pro¬ 
posed  Rule  Making  in  19  F.  R.  9297-9298 
on  December  29,  1954.  All  interested 
persons  have  been  afforded  an  opportu¬ 
nity  to  submit  written  views,  data  or 
argument  and  consideration  has  been 
given  all  relevant  data  presented. 

Part  505  is  adopted  to  read  as  follows: 

Sec. 

505.1  Basis  and  purpose. 

505.2  Definitions. 

505.3  Eligibility  of  conveyances. 

Authobitt:  §§  505.1  to  505.3  Issued  under 
sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  503,  52  Stat. 
1006,  as  amended;  49  U.  S.  C.  523. 

§  505.1  Basis  and  purpose.  The  pur¬ 
pose  of  this  part  is  to  prescribe  regula¬ 
tions  for  the  recordation  of  conveyances 
jaffecting  the  title  to,  or  any  interest  in, 
any  aircraft  engines,  propellers,  or  appli¬ 
ances  maintained  by  or  on  behalf  of  an 
air  carrier  certificated  under  section  604 

(b)  of  the  Civil  Aeronautics  Act  of  1938, 
as  amended,  for  installation  or  use  in 
aircraft,  aircraft  engines,  or  propellers, 
or  any  spare  parts  maintained  by  or  on 
behalf  of  such  an  air  carrier,  which  in¬ 
strument  need  only  describe  generally 
by  types  the  engines,  propellers,  appli¬ 
ances,  and  spare  parts  covered  thereby 
and  designate  the  location  or  locations 
thereof.  The  basis  for  this  part  is  found 
in  section  503  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended. 

§  505.2  Definitions.  As  used  in  this 
part,  “conveyance”  means: 

(a)  Any  lease,  mortgage,  equipment 
trust,  contract  of  conditional  sale, 
judicial  decree,  notice  of  tax  lien  or  of 
other  lien  or  other  instrument  executed 
for  security  purposes,  which  instrument 
affects  the  title  to,  or  any  interest  in, 
any  aircraft  engines,  propellers,  appli¬ 
ances,  or  spare  parts  maintained  by  or 
on  behalf  of  an  air  carrier  certificated 
under  section  604  (b)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended ;  or 

(b)  Any  assigrunent,  amendment,  or 
supplement  of  or  to  an  instrument  set 
forth  in  paragraph  (a)  of  this  section;  or 

(c)  Any  release,  cancellation,  dis¬ 
charge,  or  satisfaction  relating  to  any 
of  the  instruments  set  forth  in  para¬ 
graphs  (a)  and  (b)  of  this  section. 

§  505.3  Eligibility  of  conveyances. 
(a)  A  conveyance  shall  be  eligible  for 
recordation  if: 

(1)  It  affects  aircraft  engines,  pro¬ 
pellers,  appliances,  or  spare  parts  main¬ 
tained  by  or  on  behalf  of  an  air  carrier 
certificated  under  section  604  (b)  of  the 
Civil  Aeronautics  Act  of  1938,  as 
amended ; 

(2)  It  specifically  describes  the  loca¬ 
tion  or  locations  of  the  aircraft  engines, 
propellers,  appliances,  or  spare  parts 
covered  thereby; 

(3)  It  is  accompanied  by  the  required 
recordation  fee  of  $2.00  in  the  form  of  a 
check  or  money  order  made  payable  to 
CAA.  Department  of  Commerce,  for  each 
location.  (See  §  407.33  of  this  chapter) : 
Provided,  That  this  paragraph  shall  not 
apply  to  any  release,  cancellation,  invali¬ 
dation,  discharge,  or  satisfaction  relating 


to  any  conveyance  recorded  under  this 
part; 

(4)  It  is  signed  in  ink,  and  submitted 
to  the  Civil  Aeronautics  Administration, 
Administrative  and  Records  Branch, 
W-240,  Washington  25,  D.  C.;  and 

(5)  It  is  acknowledged  before  a  notary 
public  or  other  officer  authorized  by  law 
of  the  United  States,  or  of  a  State,  Terri¬ 
tory,  or  possession  thereof,  or  the  Dis¬ 
trict  of  Columbia,  to  take  acknowledge¬ 
ment  of  deeds. 

(b)  Release:  A  release  of  all  of  the 
collateral  listed  in  the  encumbrance  or 
of  all  of  the  collateral  at  a  particular  lo¬ 
cation  or  location,^  shall  be  signed  in 
ink  and  acknowledged  by  the  holder  of 
the  encumbrance  releasing  all  of  the  col¬ 
lateral  at  the  particular  location  or  lo¬ 
cations.  This  release  shall  be  in  form 
equivalent  to  the  release  Form  ACA-506, 
and  shall  contain  a  description  of  the 
encumbrance,  the  recording  data  fur¬ 
nished  the  holder  at  the  time  of  its 
recording,  and  the  location  or  locations 
of  the  released  collateral.  If  the  col¬ 
lateral  at  all  of  the  locations  listed  in 
the  encumbrance  is  released,  it  will  not 
be  necessary  to  list  the  locations,  but 
the  release  shall  set  forth  that  all  of  the 
collateral  at  all  of  the  locations  listed 
in  the  encumbrance  has  been  released. 
The  original  recorded  document  shall  be 
clearly  identified  by  the  names  of  the 
parties  to  the  transaction,  the  date  of 
recording  with  the  Civil  Aeronautics  Ad¬ 
ministration,  and  the  document  number 
thereof. 

This  revision  shall  become  effective 
June  15,  1955. 

[SEAL]  S.  A.  Kemp, 

Acting  Administrator  of 
Civil  Aeronautics. 

[P.  R.  Doc.  55-3866;  Piled,  May  12,  1955; 

8:46  a.  m.] 

TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

Subchapter  A — Procedures,  Rules  of  Practice,  and 
Orders 

Part  3 — ^Rules  op  Practice  for 
Adjudicative  Proceedings 

INITIAL  DECISION  AND  APPEAL 

The  following  changes  in  Title  16, 
Chapter  I  of  the  Code  of  Federal  Regula¬ 
tions  shall  become  effective  May  21, 
1955: 

1.  Paragraphs  (a)  and  (b)  of  §  3.21  are 
revised  to  read  as  follows: 

§  3.21  Initial  decision — (a)  When 
filed  and  when  effective.  Within  thirty 
days  after  the  date  of  the  order  closing 
a  proceeding  before  the  hearing  exam¬ 
iner  or  after  the  date  of  submission  of 
an  agreement  containing  a  consent  cease 
and  desist  order  which  is  accepted,  the 
hearing  examiner  shall  make  and  file 
an  initial  decision  which  shall  become 
the  decision  of  the  Commission  thirty 
days  after  service  thereof  upon  the  par¬ 
ties  unless  prior  thereto  (1)  an  appeal 
is  perfected  under  §  3.22;  (2)  the  Com¬ 


mission  by  order  stays  the  effective  date 
of  the  decision;  or  (3)  the  Commission 
issues  an  order  placing  the  case  on  its 
own  docket  for  review:  Provided,  how- 
ever.  That  the  failure  of  an  appellant  to 
file  an  appeal  brief  within  the  time  pre¬ 
scribed  in  §3.22  (d),  shall  extend  for 
ten  days  the  period  within  which  the 
Commission  may  place  the  case  on  its 
own  docket  for  review.  A  copy  of  the 
initial  decision  in  an  adjudicative  pro¬ 
ceeding  shall  be  served  upon  each  coun¬ 
sel  or  other  representative  who  has 
appeared  pursuant  to  §  3.29. 

(b)  Content.  An  initial  decision  shall 
include  a  statement  of  (1)  findings  and 
conclusions,  with  the  reasons  or  basis 
therefor,  upon  all  the  material  issues  of 
fact,  law,  or  discretion  presented  on  the 
record  (except  when  waived  \mder 
§  3.25)  and  (2)  an  appropriate  order. 
Initial  decisions  (other  than  those  is¬ 
sued  under  §  3.25)  shall  be  based  upon  a 
consideration  of  the  whole  record  and 
supported  by  reliable,  probative  and  sub¬ 
stantial  evidence. 

2.  Paragraph  (d)  of  §  3.22  is  revised  to 
read  as  follows: 

(d)  Time  for  filing.  The  appeal 
brief  shall  be  filed  within  thirty  days 
after  the  service  of  the  initial  decision 
upon  the  party  appealing,  and  the  an¬ 
swering  brief  shall  be  filed  within  thirty 
days  after  service  of  the  appeal  brief. 
No  further  brief  may  be  filed  except  by 
leave  of  the  Commission. 

(Sec.  6.  38  Stat.  721;  15  U.  8.  C.  46) 

By  direction  of  the  Commission. 

Robert  M.  Parrish, 
Secretary. 

[P.  R.  Doc.  55-3978;  Piled,  May  13,  1955; 

8:57  a.  m.] 


Subchapter  C — Regulations  Under  Specific  Acts  of 
Congress 
[File  No.  204-6] 

Part  300 — ^Rules  and  Regulations  Under 

Wool  Products  Labeling  Act  of  1939 

In  the  matter  of  amending  Rule  8  of 
the  regulations  under  the  Wool  Products 
Labeling  Act,  File  No.  204-6. 

On  April  15,  1955,  the  Commission  is¬ 
sued  notice  of  proposed  rule  making  in 
the  above  matter  which  notice  was  duly 
published  in  the  Federal  Register. 

Such  notice  contained  a  copy  of  the 
proposed  amendment  to  Rule  8  of  the 
regulations  under  the  Wool  Products 
Labeling  Act  and  provided  that  inter¬ 
ested  parties  might  participate  by  sub¬ 
mitting  to  the  Federal  Trade  Commis¬ 
sion  at  its  offices  in  Washington.  D.  C., 
on  or  before  the  6th  day  of  May  1955,  in 
writing,  their  views,  arguments  or  other 
data  in  relation  to  such  proposed  amend¬ 
ment. 

All  views,  arguments  and  data  sub¬ 
mitted  by  interested  parties  pursuant  to 
Commission  notice  have  been  made  a 
part  of  the  record  herein. 

Upon  consideration  of  the  matter.  Rule 
8  of  the  regulations  under  the  Wool 
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RULES  AND  REGULATIONS 


Products  Labeling  Act  of  1939  is  amended 
by  striking  out  S  300.8  and  inserting  in 
lieu  thereof: 

5  300.8  Common  generic  name  of 
fiber,  (a)  Except  where  another  name 
is  required  or  permitted  imder  the  act 
or  regulations,  the  respective  common 
generic  name  of  the  fiber  shall  be  used 
when  naming  fibers  in  the  required  in¬ 
formation;  as  for  example,  “wool”,  “re¬ 
processed  wool”,  “reused  wool”,  “cotton”, 
“rayon”,  “silk”,  “linen”,  “acetate”, 
“nylon”. 

(b)  (1)  The  term  “fur  fiber”  may  be 

used  to  describe  the  hair  or  fur  fiber  or 
mixtures  thereof  of  any  animal  or  ani¬ 
mals  other  than  the  sheep,  lamb.  Angora 
goat.  Cashmere  goat,  camel,  alpaca, 
llama  and  vicuna.  If  the  name  or  de¬ 
piction  of  any  animal  producing  the  hair 
or  fur  fiber  is  used  on  the  stamp,  tag, 
label,  or  other  means  of  identification 
applied  or  afiOxed  to  the  wool  product, 
the  percentage  weight  of  such  hair  or 
fiber  in  the  totsd  fiber  weight  of  the  wool 
product  shall  be  separately  stated  in  the 
required  fiber  content  designation;  as 
for  example: 

60%  Wool 

40%  Pur  Fiber 
or 

60%  Wool 

30%  Pur  Fiber 

10%  Beaver 

(2)  The  purpose  of  the  amended  rule 
Is  to  afford  those  subject  to  the  provi¬ 
sions  of  the  Wool  Products  Labeling  Act 
relief  from  the  hardships  resulting  from 
difficulty  and  impracticability  of  dis¬ 
closing  accurately  on  required  wool 
product  labels  the  respective  percentages 
by  weight  of  fur  fibers  which  may  be 
present  in  the  wool  product  by  5  per- 
centum  or  more.  This  relief  is  to  be 
brought  about  by  permitting  the  per¬ 
centage  content  of  the  fur  fibers  to  be 
designated  on  required  labels  in  the  ag¬ 
gregate  with  the  generic  description  of 
“fur  fibers”. 

(Sec.  6.  54  Stat.  1131;  15  U.  S.  C.  68d) 

The  amendment  of  this  rule  relieves 
the  restrictions  of  the  present  rule,  and 
shall  be  effective  as  of  its  date  of  publica¬ 
tion  in  the  Federal  Register. 

By  direction  of  the  Commission. 

Issued:  May  10,  1955. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  55-3894;  Piled,  May  13,  1955; 

8:45  a.  m.] 


TITLE  19— CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs, 
Department  of  the  Treasury 

[T.  D.  53797] 

Part  9 — ^Importations  by  Mail 
mail;  delivery  under  a  resident’s  $200 

OR  $300  EXEMPTION 

When  a  mail  parcel,  for  which  an  In¬ 
formal  mail  entry  has  been  issued,  ar¬ 


rives  at  the  post  office  of  destination  (de¬ 
livery),  frequently  the  addressee  makes 
claim,  supported  by  a  certified  duplicate 
copy  of  a  baggage  declaration,  for  free 
entry  under  the  $200  or  $300  exemption 
provided  for  in  paragraph  1798  (c)  (2) 
(A)  or  (B)  of  the  Tariff  Act  of  1930,  as 
amended  (19  U.  S.  C.  1201,  par.  1798  (c) 
(2)  (A)  or  (B)). 

It  is  considered  that  in  such  a  case 
the  postmaster  should  be  permitted  to 
make  conditional  delivery  of  the  parcel 
to  the  addressee  without  the  collection  of 
customs  duties  or  taxes  prior  to  the  sub¬ 
mission  of  the  addressee’s  claim  for  free 
entry  to  the  collector,  if  the  description 
on  such  certified  duplicate  baggage  dec¬ 
laration  identifies  the  articles  in  the 
parcel. 

Accordingly,  §  9.10  of  the  Customs 
Regulations  is  hereby  amended  as 
follows: 

1.  ’The  headnote  is  amended  by  insert¬ 
ing  the  following  after  the  semicolon: 
“delivery  under  a  resident’s  $200  or  $300 
exemption,'” 

2.  Paragraph  (a)  Is  amended  by 
changing  the  initial  letter  in  the  second 
sentence  to  lower  case  and  inserting  the 
following  at  the  beginning  of  that  sen¬ 
tence:  “Except  as  provided  for  by  para¬ 
graph  (c),” 

3.  Paragraph  (c)  is  redesignated  par¬ 
agraph  (d)  and  a  new  paragraph  (c) 
added  to  read: 

(c)  In  support  of  a  claim  for  free  en¬ 
try  under  the  $200  or  $300  personal 
exemption,  the  addressee  of  a  mail  par¬ 
cel  may  present  to  the  postmaster  a  copy 
of  his  baggage  declaration  on  customs 
Form  6059  or  6063  bearing  on  its  face 
the  certification  by  a  customs  officer  that 
it  is  a  duplicate  copy.  In  such  a  case, 
the  addressee  shall  make  claim  in  writ¬ 
ing  that  the  articles  in  the  parcel  are 
listed  on  the  certified  duplicate  baggage 
declaration  and  are  entitled  to  free  entry 
under  his  $200  or  $300  personal  exemp¬ 
tion,  and  shall  include  in  his  claim  a 
statement  that  he  will  pay  promptly  on 
demand  any  customs  duties  or  internal- 
revenue  taxes  that  may  be  found  to  be 
due  on  any  of  the  articles.  If  the  de¬ 
scription  of  the  articles  on  such  certified 
duplicate  baggage  declaration  identifies 
the  articles  with  those  listed  in  the 
postal  declaration,  mail  entry,  or  invoice  - 
attached  to  the  parcel  or  mail  entry,  the 
postmaster  may  deliver  the  parcel  to  the 
addressee  without  the  collection  of  cus¬ 
toms  duties  or  taxes.  The  postmaster 
will  then  forward  the  certified  duplicate 
baggage  declaration  and  claim,  together 
with  the  mail  entry,  on  which  he  will  en¬ 
dorse  a  report  of  his  action,  to  the  col¬ 
lector  of  customs  at  the  port  where  the 
mail  entry  was  issued,  for  administrative 
review.  If  this  procedure  is  not  fol¬ 
lowed,  the  postmaster  will  withhold  de¬ 
livery  of  the  parcel,  forward  the  certified 
duplicate  baggage  declaration  and 
claim,  together  with  a  report  of  the 
facts,  to  the  collector  of  custcuns  at  the 
port  where  the  mail  entry  was  issued, 
and  await  advice  from  the  collector  of 
customs  at  such  port  concerning  the 


conditions  under  which  delivery  of  the 
parcel  may  be  made. 

(Sec.  624,  46  Stat.  759;  5  IT.  S.  C.  1624.  In¬ 
terprets  or  applies  sec.  514,  46  Stat.  734;  19 
U.  S.  C.  1514) 

[seal]  D.  B.  Strubinger, 

Acting  Commissioner  of  Customs. 

Approved:  May  10, 1955. 

H.  Chapman  Rose. 

Acting  Secretary  of  the  Treasury. 

[F.  R.  Doc.  55-3951;  Piled,  May  13.  1955; 
8:52  a.  m.] 


[T.  D.  53798] 

Part  10 — Articles  Conditionally  Free, 
Subject  to  Reduced  Rate,  etc. 

PUBLIC  INTERNATIONAL  ORGANIZATIONS 

Under  the  authority  of  Public  Law  357, 
80th  Congress,  the  same  privileges  and 
immunities  extended  to  diplomatic  en¬ 
voys  accredited  to  the  United  States  have 
been  extended  to  designated  represent¬ 
atives  of  members  to  the  United  Nations, 
or  to  a  Specialized  Agency  of  the  United 
Nations,  and  the  staffs  of  such  represent¬ 
atives  as  may  be  agreed  upon  in  a  man¬ 
ner  provided  for.  Under  authority  of 
Public  Law  486,  82d  Congress,  these  priv¬ 
ileges  may  also  be  extended  to  represent¬ 
atives  of  member  states  (other  than  the 
United  States)  on  the  Council  of  the  Or¬ 
ganization  of  American  States  and  to  the 
staffs  of  such  representatives.  In  order 
that  all  such  privileges  and  immunities 
may  be  accorded,  as  provided  for,  and  at 
the  same  time  leave  no  doubt  that  such 
privileges  are  applicable  only  to  alien 
representatives  and  staff  members, 
§  10.30b.  C^istoms  Regulations,  is 
amended  by  deleting  the  present  para¬ 
graph  (c)  and  adding  new  paragraphs 
(c)  and  (d)  as  follows: 

(c)  In  the  absence  of  a  special  au¬ 
thorization  from  the  Department  prior 
to  arrival  of  persons  of  the  classes  enu¬ 
merated  in  paragraph  (a)  of  this  section, 
the  privilege  of  admission  free  of  duty 
and  internal-revenue  tax  without  entiy 
or  examination  may  be  extended  to  their 
baggage  and  effects  upon  presentation  of 
their  credentials  or  other  proof  of  their 
identity. 

(d)  Only  the  alien  representatives  and 
the  alien  members  of  staffs  enumerated 
in  paragraph  (a)  of  this  section  shall  be 
entitled  to  the  privileges  and  immunities 
provided  for  by  this  section. 

(Sec.  624,  46  Stat.  759;  5  U.  S.  C.  1624.  In¬ 
terprets  or  applies  Art.  V,  Sec.  15,  61  Stat.  762, 
ch.  628,  66  Stat.  515,  Sec.  498,  46  Stet.  728,  as 
amended;  19  U.  S.  C.  1498) 

[seal]  D.  B.  Strubinger, 

Acting  Commissioner  of  Customs. 

Approved;  May  10, 1955. 

H.  Chapman  Rose, 

Acting  Secretary  of  the  Treasury. 

[P.  R.  Doc.  55-3952;  Filed,  May  13.  1955; 

8:53  a.  m.] 
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TITLE  12— BANKS  AND 
BANKING 

Chapter  II — Federal  Reserve  System 

Subchapter  A — Board  of  Governors  of  the 
Federal  Reserve  System 

[Reg,  D1 

Part  204 — Reserves  of  Member  Banks 

SAVINGS  deposit 

Effective  May  16,  1955,  Part  204  is 
amended  in  the  following  respects: 

1.  a.  By  adding  at  the  end  of  §  204.1 
(e)  the  following  new  undesignated  par¬ 
agraph  and  footnote  reference: 

The  term  “savings  deposit”  also  means 
a  deposit  evidenced  by  a  written  receipt 
or  agreement  although  not  by  a  pass 
book,  consisting  of  funds  of  the  kind 
described  above  in  this  paragraph  (e) 
and  in  respect  to  which  deposit  the  de¬ 
positor  is  required,  or  may  at  any  time 
be  required,  by  the  bank  to  give  notice 
in  writing  of  an  intended  withdrawal  not 
less  than  30  days  before  such  withdrawal 
is  made,  and  withdrawals  are  permitted 
only  through  payment  to  the  depositor 
himself  but  not  to  any  other  person 
whether  or  not  acting  for  the  depositor.** 

b.  By  adding  the  following  new  foot¬ 
note  to  §  204.1  (e) : 

•*  Payment  may  be  made  to  the  depositor 
over  the  counter,  through  the  mails  or 
otherwise. 

2.  Section  204.1  (e)  requires  that  a 
“savings  deposit”  be  evidenced  by  a  pass 
book,  except  as  otherwise  permitted  by 
the  above  amendments.  The  purpose  of 
the  amendments  is  to  permit  member 
banks  of  the  Federal  Reserve  System,  as 
an  alternative  to  the  above  requirement, 
to  classify  a  deposit  as  a  “savings  de¬ 
posit,”  in  certain  circumstances  and 
subject  to  certain  limitations,  although 
the  deposit  is  not  evidenced  by  a  pass 
book. 

The  amendments  set  forth  herein 
were  the  subject  of  a  notice  of  proposed 
rule-making  published  in  the  Federal 
Register  (20  F.  R.  1853),  and  were 
adopted  by  the  Board  after  considera¬ 
tion  of  all  the  relevant  matter,  including 
the  data,  views  and  arguments  received 
from  interested  persons.  The  deferred 
effective  date  described  in  section  4  of 
the  Administrative  Procedure  Act  is  not 
followed  in  connection  with  these 
amendments  for  the  reasons  and  good 
cause  found  as  stated  in  the  Board’s 
rules  of  procedure  (12  CFR  262.2  (e)), 
and  especially  because  in  connection 
with  these  permissive  amendments  such 
procedure  is  unnecessary  as  it  would  not 
aid  the  persons  affected  and  would  serve 
no  other  useful  purpose. 

(Sec.  11  (1),  38  Stat.  262;  12  U.  S.  C.  248  (1). 
Interprets  or  applies  secs.  11,  19,  38  Stat.  261, 
270,  as  amended;  12  U.  S.  C.  248  (c) ,  (e) ,  461, 
462.  462a-l,  462b,  464,  465) 

Board  of  Governors  of  the 
Federal  Reserve  System, 
[seal]  s.  R  Carpenter, 

Secretary. 

[P.  R.  Doc.  55-3962;  Piled,  May  13,  1955; 
8:55  a.  m.] 


[Reg.  P] 

Part  206 — ^Trust  Powers  op  National 
Banks 

collective  investment  of  trust  funds 

Effective  June  13,  1955,  paragraph  (c) 
of  §  206.10  is  amended  to  read  as  follows: 

§  206.10  Investment  of  trust  fund. 

«  *  « 

(c)  Collective  investment  of  trust 
funds.  Funds  received  or  held  by  a  na¬ 
tional  bank  as  fiduciary  shall  not  be  in¬ 
vested  collectively  ”  except  that  (1)  such 
collective  investments  may  be  made  in 
accordance  with  §  206.17,  and  (2)  funds 
of  a  trust  which  forms  part  of  a  pension, 
profit-sharing,  or  stock  bonus  plan  of 
an  employer  for  the  exclusive  benefit  of 
his  employees  or  their  beneficiaries  and 
which  is  exempt  from  Federal  income 
taxes  under  the  Internal  Revenue  Code 
may  be  invested  collectively  with  funds 
of  other  such  pension,  profit-sharing,  or 
stock  bonus  plan  trusts  if  such  collective 
investment  is  specifically  authorized  by 
the  instrument  creating  the  trust  or  by 
court  order.”* 

The  purpose  of  this  amendment  is  to 
permit  the  collective  investment  of  funds 
of  trusts  which  are  established  imder 
employers’  pension,  profit-sharing,  or 
stock  bonus  plans,  without  requiring 
compliance  with  the  provisions  of 
§  206.17,  provided  each  such  trust  is  ex¬ 
empt  from  Federal  income  taxes  and  the 
collective  investment  is  specifically  au¬ 
thorized  by  the  trust  instrument  or  by 
court  order. 

The  amendment  set  forth  herein  was 
the  subject  of  a  notice  of  proposed  rule 
making  published  in  the  Federal  Regis¬ 
ter  (20  F.  R.  1829),  and  was  adopted  by 
the  Board  after  consideration  of  all  rele¬ 
vant  views  and  arguments  received  from 
interested  persons. 

(Sec.  11  (i),  38  Stat.  262;  12  U.  S.  C.  248  (1). 
Interprets  or  applies  secs.  2-4,  24  Stat.  18,  19, 
sec.  1,  40  Stat.  1043,  as  amended,  sec.  1,  44 
Stat.  1225,  as  amended,  sec.  11  (k),  38  Stat. 


'•Unless  the  context  otherwise  indicates, 
the  term  “trust,”  as  used  in  this  section  or 
in  any  other  part  of  this  regulation,  refers  to 
any  fiduciary  relationship  which  a  national 
bank  is  authorized  to  enter  into  under  the 
provisions  of  section  11  (k)  of  the  Federal 
Reserve  Act. 

“This  does  not  prevent  the  bank  from 
investing  the  funds  of  several  trusts  in  a 
single  real  estate  loan  if  the  bank  owns  no 
participation  in  the  loan  and  has  no  Interest 
therein  except  in  its  capacity  as  fiduciary. 

“•  Section  584  of  the  Internal  Revenue 
Code  of  1954  provides  that  a  common  trust 
fund  maintained  in  conformity  with  rules 
and  regulations  of  the  Board  of  Governors  of 
the  Federal  Reserve  System  “pertaining  to 
the  collective  investment  of  trust  funds  by 
national  banks"  and  meeting  certain  other 
requirements  shall  not  be  subject  to  Federal 
income  taxation.  The  rules  and  regulations 
of  the  Board  of  Governors  for  the  purposes  of 
section  584  are  contained  solely  in  $  206.17; 
and  the  permission  contained  in  paragraph 
(c)  (2)  of  S  206.10  is  not  intended  to  confer 
exemption  from  Federal  income  taxation 
under  section  584. 


261,  as  amended,  53  Stat.  68,  as  amended;  12 
U.  S.  C.  30-33,  34  (a) ,  248  (k) ,  26  U.  S.  C.  169) 

Board  of  Governors  of  the 
Federal  Reserve  System, 
[seal]  S.  R.  Carpenter, 

Secretary. 

[F.  R.  Doc.  55-3899;  Filed,  May  13,  1055; 
8:46  a.  m.] 


[Reg.  Q] 

Part  217 — Payment  of  Interest  on 
Deposits 

SAVINGS  DEPOSIT 

Effective  May  16,  1955,  Part  217  is 
amended  in  the  following  respects: 

1.  a.  By  adding  at  the  end  of  §  217.1 
(e)  the  following  new  imdesignated 
paragraph  and  footnote  reference; 

The  term  “savings  deposit”  also  means 
a  deposit  evidenced  by  a  written  receipt 
or  agreement  although  not  by  a  pass 
book,  consisting  of  funds  of  the  kind 
described  above  in  this  paragraph  (e) 
and  in  respect  to  which  deposit  the  de¬ 
positor  is  required,  or  may  at  any  time 
be  required,  by  the  bank  to  give  notice 
in  writing  of  an  intended  withdrawal  not 
less  than  30  days  before  such  withdrawal 
is  made,  and  withdrawals  are  permitted 
only  through  payment  to  the  depositor 
himself  but  not  to  any  other  person 
whether  or  not  acting  for  the  depositor.** 

b.  By  adding  the  following  new  foot¬ 
note  to  §  217.1  (e) : 

••Payment  may  be  made  to  the  depositor 
over  the  counter,  through  the  mails  or 
otherwise. 

2.  Section  217.1  (e)  requires  that  a 
“savings  deposit”  be  evidenced  by  a  pass 
book,  except  as  otherwise  permitted  by 
the  above  amendments.  ’The  purpose  of 
the  amendments  is  to  permit  member 
banks  of  the  Federal  Reserve  System,  as 
an  alternative  to  the  above  requirement, 
to  classify  a  deposit  as  a  “savings  de¬ 
posit,”  in  certain  circumstances  and  sub¬ 
ject  to  certain  limitations,  although  the 
deposit  is  not  evidenced  by  a  pass  book. 

The  amendments  set  forth  herein 
were  the  subject  of  a  notice  of  proposed 
rule-making  published  in  the  Federal 
Register  (20  F.  R.  1853),  and  were 
adopted  by  the  Board  after  consideration 
of  all  the  relevant  matter,  including  the 
data,  views  and  arguments  received  from 
interested  persons.  The  deferred  effec¬ 
tive  date  described  in  section  4  of  the 
Administrative  Procedure  Act  is  not  fol¬ 
lowed  in  connection  with  these  amend¬ 
ments  for  the  reasons  and  good  cause 
found  as  stated  in  the  Board’s  rules  of 
procedure  (12  CFR  262.2  (e)),  and  es¬ 
pecially  because  in  connection  with  these 
permissive  amendments  such  procedure 
is  unnecessary  as  it  would  not  aid  the 
persons  affected  and  would  serve  no 
other  useful  purpose. 

(Sec.  11  (i),  38  stat.  262;  12  U.  S.  C.  248  (1). 
Interprets  or  applies  secs.  19.  24,  38  Stat. 
270,  273,  as  amended,  sec.  8,  48  Stat.  168,  as 
amended;  12  U.  S.  C.  264  (c)  (7).  371,  371a, 
371b.  461) 

Board  of  Governchis  of  the 
Federal  Reserve  System, 
[seal]  S.  R.  Carpenter, 

Secretary. 

[F.  R.  Doc.  55-3963;  Piled,  May  13,  1955; 

8:55  a.  m.] 
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RULES  AND  REGULATIONS 


Chapter  111 — Federal  Deposit 
Insurance  Corporation 

Part  327 — ^Assessments 
assessment  decisions 

See. 

827.100  General. 

827.101  Assessment  Decision  No.  1;  ac¬ 

ceptances;  bank  owned. 

327.102  Assessment  Decision  No.  2;  ac¬ 

ceptances;  deposits  made  prior  to 
maturity. 

327.103  Assessment  Decision  No.  3;  ac¬ 

ceptances;  purchases  of. 

327.104  Assessment  Decision  No.  4;  accu¬ 

mulated  checks  of  customers. 

327.105  Assessment  Decision  No.  5;  adjust¬ 

ment  of  errors  on  Certified  State¬ 
ments. 

327.106  Assessment  Decision  No.  6;  advices 

or  authorizations  Issued  for  cash 
letters  received. 

327.107  Assessment  Decision  No.  7;  assess¬ 

ment  credits. 

327.108  Assessment  Decision  No.  8;  assess¬ 

ment  credit  adjustments  on 
assessments  applicable  to  prior 
years. 

327.109  Assessment  Decision  No.  9;  assigned 

accounts  receivable  collections. 

327.110  Assessment  Decision  No.  10;  auto¬ 

mobile  “paper”  purchased. 

327.111  Assessment  Decision  No.  11;  avail¬ 

ability  schedule;  cash  items. 

327.112  Assessment  Decision  No.  12;  average 

or  estimated  deductions. 

827.113  Assessment  Decision  No.  13;  bank 

money  orders. 

827.114  Assessment  Decision  No.  14;  bank¬ 

ruptcy  and  equity  receivership 
funds. 

327.115  Assessment  Decision  No.  15;  base 

days. 

827.116  Assessment  Decision  No.  16;  bills  of 

exchange. 

327.117  Assessment  Decision  No.  17;  branch 

items. 

327.118  Assessment  Decision  No.  18; 

branches  outside  the  States  of 
the  United  States. 

827.119  Assessment  Decision  No.  19;  brokers 

loans. 

827.120  Assessment  Decision  No.  20;  capital 

stock  funds. 

327.121  Assessment  Decision  No.  21;  cash 

funds  received  and  held  as  se¬ 
curity  to  Indebtedness  to  the 
bank. 

327.122  Assessment  Decision  No.  22;  cash 

collateral;  participated  loans. 

827.123  Assessment  Decision  No.  23;  cash 

items  eligible  for  deduction  as 
exchanges. 

327.124  Assessment  Decision  No.  24;  cash 

items;  methods  of  claiming  de¬ 
ductions. 

327.125  Assessment  Decision  No.  25;  cash 

items  paid  by  the  reporting  bank. 

327.126  Assessment  Decision  No.  26;  cash 

items  charged  against  a  deposit 
account  not  deductible  by  for¬ 
warding  bank. 

327.127  Assessment  Decision  No.  27;  cash 

items  deductions;  local. 

327.128  Assessment  Decision  No.  28;  cash 

items  deductions;  outside. 

327.129  Assessment  Decision  No.  29;  cash 

items  sent  direct  to  a  correspond¬ 
ent  for  collection. 

327.130  Assessment  Decision  No.  30;  cash 

items  deductions;  change  in  al¬ 
ternate  method. 

327.131  Assessment  Decision  No.  31;  cash 

items  processed  by  special  han¬ 
dling. 

327.132  Assessment  Decision  No.  32;  cash 

letters  received. 

327.133  Assessment  Decision  No.  33;  cash¬ 

iers’  and  other  officers’  checks. 


Sec. 

327.134 


327.135 

827.136 


327.137 


327.138 


327.139 


327.140 

327.141 


327.142 


327.143 

327.144 

327.145 

327.146 


327.147 


327.148 

327.149 


327.150 


327.151 

327.152 

327.153 

327.154 


327.155 


327.156 


327.157 


327.158 


327.159 


327.160 


327.161 


327.162 


327.163 


327.164 


327.165 


327.166 


327.167 


327.168 


327.169 


Assessment  Decision  No.  34;  cash¬ 
iers’  or  other  officers’  checks  pay¬ 
able  through  another  bank. 
Assessment  Decision  No.  35;  certi¬ 
fied  checks  and  drafts. 

Assessment  Decision  No.  36;  Certi¬ 
fied  Statements  to  be  filed. 
Assessment  Decision  No.  37;  checks 
,  or  drafts  received  in  payment  of 
clearings. 

Assessment  Decision  No.  38;  checks 
or  drafts  received  in  payment  of 
cash  Items  forwarded  for  collec¬ 
tion. 

Assessment  Decision  No.  39;  checks 
and  drafts  received  for  the  sale 
or  other  disposition  of  the  bank’s 
own  assets. 

Assessment  Decision  No.  40;  Christ¬ 
mas  Club  accounts. 

Assessment  Decision  No.  41;  clear¬ 
ing  house  checks. 

Assessment  Decision  No.  42;  collec¬ 
tions  made  for  customers. 
Assessment  Decision  No.  43;  collec¬ 
tion  Items  left  with  the  bank. 
Assessment  Decision  No.  44;  com¬ 
mercial  paper  purchased. 
Assessment  Decision  No.  45;  com¬ 
mitments  for  loans. 

Assessment  Decision  No.  46;  com¬ 
putation  of  deductions  for  cash 
items  by  correspondent  banks. 
Assessment  Decision  No.  47;  condi¬ 
tional  sales  contracts;  deposits 
and  payments. 

Assessment  Decision  No. 
structlon  loans. 

Assessment  Decision  No.  49;  cou¬ 
pons  and  bonds. 

Assessment  Decision  No. 

pons  or  bonds  owned  by  the  re¬ 
porting  bank. 

Assessment  Decision  No.  51;  cur¬ 
rency  acquired  for  bank’s  own  vise. 
Assessment  Decision  No.  52;  Dealers 
Reserves. 

Assessment  Decision  No.  53;  deduc¬ 
tions;  in  general. 

Assessment  Decision  No.  54;  deduc¬ 
tions  are  optional. 

Assessment  Decision  No.  55;  deduc¬ 
tions  from  employees’  salaries. 
Assessment  Decision  No.  56;  de¬ 
ferred  credit  account. 

Assessment  Decision  No.  57;  deposit 
exclusions;  in  general. 

Assessment  Decision  No.  58;  depos¬ 
its  to  be  included  in  reported  de¬ 
posits  for  assessment  pvirposes; 
in  general. 

Assessment  Decision  No.  59;  deposit 
accounts  In  excess  of  $10,000. 
Assessment  Decision  No.  60;  depos¬ 
its  for  bond  subscriptions. 
Assessment  Decision  No.  61;  depos¬ 
its  due  to  other  banks. 
Assessment  Decision  No.  62;  depos¬ 
its  representing  the  bank’s  own 
funds. 

Assessment  Decision  No.  63;  deposit 
to  secure  bid  for  securities. 
Assessment  Decision  No.  64;  depos¬ 
its  of  wholly  owned  bank  or  cor¬ 
poration. 

Assessment  Decision  No.  65;  divi¬ 
dend  checks  and  deposits. 
Assessment  Decision  No.  66;  divi¬ 
dends  on  stocks  pledged  as  secu¬ 
rity  or  held  in  safekeeping. 
Assessment  Decision  No.  67;  dor¬ 
mant  accounts. 

Assessment  Decision  No.  68;  drafts 
with  bills  of  lading  attached  not 
payable  upon  presentatiofi. 
Assessment  Decision  No.  69;  drafts 
with  bonds  and  coupons  attached. 


Sec. 

327.170 


327.171 


327.172 


327.173 

327.174 


327.175 

327.176 

327.177 

327.178 

327.179 

327.180 

327.181 

327.182 


327.183 

327.184 


48;  con-  327.185 


50;  cou-  327.186 


327.187 

327.188 

327.189 

327.190 

327.191 

327.192 

327.193 

327.194 

327.195 


327.196 


327.197 


327.198 


327.199 

327.200 


327.201 


327.202 


327.203 


327.204 


327.205 


327.206 


327.207 


Assessment  Decision  No.  70;  drafts 
or  checks  drawn  by  one  office  on 
another  office  of  a  branch  bank. 
Assessment  Decision  No.  71;  drafts 
drawn  on  deposits  in  the  Federal 
Reserve  banks. 

Assessment  Decision  No.  72;  drafts 
outstanding  drawn  on  other 
banks. 

Assessment  Decision  No.  73;  drafts 
outstanding  for  extended  period. 
Assessment  Decision  No.  74;  drafts 
payable  on  presentation  with  bills 
of  lading  attached. 

Assessment  Decision  No.  75;  drafts; 
sight. 

Assessment  Decision  No.  76;  drafts 
for  transfer  of  bank’s  own  funds. 
Assessment  Decision  No.  77;  due 
bills  for  local  cash  Items. 
Assessment  Decision  No.  78;  escrow 
funds. 

Assessment  Decision  No.  79;  esti¬ 
mate  of  assessment. 

Assessment  Decision  No.  80;  esti¬ 
mate  of  deductions. 

Assessment  Decision  No.  81;  eve¬ 
ning;  open  for  business. 
Assessment  Decision  No.  82;  exten¬ 
sion  of  time  for  filing  Certified 
Statements. 

Assessment  Decision  No.  83;  Fed¬ 
eral  Funds  purchased  and  sold. 
Assessment  Decision  No.  84;  Fed¬ 
eral  Housing  Administration 

loans. 

Assessment  Decision  No.  85;  Federal 
Housing  Administration  loans 
and  promissory  notes  as  deduc¬ 
tions. 

Assessment  Decision  No.  86;  Fed¬ 
eral  Housing  Administration 

Title  I  insurance  premium  ac¬ 
count. 

Assessment  Decision  No.  87;  fiduci¬ 
ary  funds  held. 

Assessment  Decision  No.  88;  float. 
Assessment  Decision  No.  89;  foreign 
bank  collections. 

Assessment  Decision  No.  90;  foreign 
branch  Items. 

Assessment  Decision  No.  91;  foreign 
branch  office  dollar  accounts. 
Assessment  Decision  No.  92;  foreign 
countries;  obligations  payable  In. 
Assessment  Decision  No.  93;  foreign 
currency  deposits. 

Assessment  Decision  No.  94;  foreign 
drafts. 

Assessment  Decision  No.  95;  foreign 
exchange  purchased  for  bank’s 
own  account. 

Assessment  Decision  No.  96;  foreign 
exchange  transactions;  checks 
received. 

Assessment  Decision  No.  97;  foreign 
exchange  brokers;  commission 
due. 

Assessment  Decision  No.  98;  funds 
received  by  a  bank  from  the  sale 
of  any  of  its  assets. 

Assessment  Decision  No.  99;  guaran¬ 
tee  deposit  fund. 

Assessment  Decision  No.  100;  hold¬ 
overs. 

Assessment  Decision  No.  101;  hy¬ 
pothecated  deposits. 

Assessment  Decision  No.  102;  In¬ 
struments  drawn  for  the  purpose 
of  abnormally  Increasing  deposits 
or  deductions. 

Assessment  Decision  No.  103;  In¬ 
surance  premium  deposits. 
Assessment  Decision  No.  104;  inter- 
branch  deposits. 

Assessment  Decision  No.  105;  Inter¬ 
departmental  accounts. 
Assessment  Decision  No.  106;  inter¬ 
est  or  dividends  on  deposits. 
Assessment  Decision  No.  107;  inter¬ 
est  prepayment. 
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327.208  Assessment  Decision  No.  108;  Items 

in  Transit  and  Items  in  Process 
of  Collection. 

327.209  Assessment  Decision  No.  109;  letters 

of  credit;  commercial. 

327.210  Assessment  Decision  No.  110;  letters 

of  credit;  travelers. 

327.211  Assessment  Decision  No.  Ill;  letters 

of  credit;  issued  tlirougli  another 
bank. 

327.212  Assessment  Decision  No.  112;  life  in> 

surance  premium  payments. 

327.213  Assessment  Decision  No.  113;  loans 

and  discounts  suspense  account. 

327.214  Assessment  Decision  No.  114;  mis- 

Borts. 

327.215  Assessment  Decision  No.  115;  mort¬ 

gage  loan  payments. 

327.216  Assessment  Decision  No.  116;  mort¬ 

gage  and  loan  payments  held  to 
apply  on  arrears. 

327.217  Assessment  Decision  No.  117;  mort¬ 

gagee  in  possession  funds. 

327.218  Assessment  Decision  No.  118;  multi¬ 

ples  of  (100  and  $1,000  in  tabulat¬ 
ing  deposits  and  deductions. 

327.219  Assessment  Decision  No.  119;  non¬ 

par  point  items. 

327.220  Assessment  Decision  No.  120;  Old 

Age  Benefits  Account. 

327.221  Assessment  Decision  No.  121;  over¬ 

drafts. 

327.222  Assessment  Decision  No.  122;  par¬ 

ticipations;  interest. 

327.223  Assessment  Decision  No.  123;  pay¬ 

able  if  desired  at  another  bank. 

327.224  Assessment  Decision  No.  124;  pay¬ 

able  through  items. 

327.225  Assessment  Decision  No.  125;  per¬ 

sonal  loan  repayments. 

327.226  Assessment  Decision  No.  126;  post 

office  money  orders. 

327.227  Assessment  Decision  No.  127;  Postal 

Savings  deposits. 

327.228  Assessment  Decision  No.  128;  pro¬ 

ceeds  of  loans. 

327.229  Assessment  Decision  No.  129;  prom¬ 

issory  notes. 

827.230  Assessment  Decision  No.  130;  public 

funds. 

327.231  Assessment  Decision  No.  131;  real 

estate  owned. 

827.232  Assessment  Decision  No.  132;  rebate 

of  discount  on  loans. 

327.233  Assessment  Decision  No.  133;  recip¬ 

rocal  bank  balances. 

327.234  Assessment  Decision  No.  134;  rec¬ 

ords  necessary. 

327.235  Assessment  Decision  No.  135;  rec¬ 

ords  destroyed  accidentally. 

327.236  Assessment  Decision  No.  136;  re¬ 

demption  checks. 

327.237  Assessment  Decision  No.  137;  re¬ 

funds  of  assessments. 

327.238  Assessment  Decision  No.  138;  re¬ 

mittance  account. 

327.239  Assessment  Decision  No.  139;  rent 

security  deposits. 

327.240  Assessment  Decision  No.  140;  retire¬ 

ment  fund  for  bank  employees. 

327.241  Assessment  Decision  No.  141;  re- 

tvirned  checks. 

327.242  Assessment  Decision  No.  142;  safety 

deposit  box  taxes. 

327.243  Assessment  Decision  No.  143;  safety 

dep>06it  key  deposits. 

327.244  Assessment  Decision  No.  144;  sale  or 

other  disposition  of  bank’s  own 
assets. 

327.245  Assessment  Decision  No.  145;  sav¬ 

ings  accoxints;  investment  of 
trust  funds. 

327.246  Assessment  Decision  No.  146;  se¬ 

cured  deposits. 

327.247  Assessment  Decision  No.  147;  secu¬ 

rities  purchased  for  customers. 

327.248  Assessment  Decision  No.  148;  secu¬ 

rities  purchased  for  bank’s  own 
account. 
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327.249  Assessment  Decision  No.  149;  secu¬ 

rities  purchased  for  customers’ 
collateral. 

327.250  Assessment  Decision  No.  150;  secu¬ 

rities  sold  for  customers. 

327.251  Assessment  Decision  No.  151;  Series 

E  bonds  paid  or  credited  to  de¬ 
posit  accounts. 

327.252  Assessment  Decision  No.  152;  Social 

Security  taxes. 

327.253  Assessment  Decision  No.  153;  spe¬ 

cial  pvirpose  deposits. 

327.254  Assessment  Decision  No.  154;  statute 

of  limitations. 

327.255  Assessment  Decision  No.  155;  Sus¬ 

pense  accovmt. 

327.256  Assessment  Decision  No.  156;  syndi¬ 

cate  deposits. 

327.257  Assessment  Decision  No.  157;  ’Time 

Schedule  of  Federal  Reserve  bank. 

327.258  Assessment  Decision  No.  158;  trans¬ 

fer  of  funds. 

327.259  Assessment  Decision  No.  159;  trav¬ 

elers’  checks. 

327.260  Assessment  Decision  No.  160;  trav¬ 

elers’  checks  sold  for  others. 

327.261  Assessment  Decision  No.  161;  Treas¬ 

ury  Tax  and  Loan  Account. 

327.262  Assessment  Decision  No.  162;  trust 

funds. 

327.263  Assessment  Decision  No.  163;  trust 

fvmds  deposited  in  other  banks. 

327.264  Assessment  Decision  No.  164;  trust 

department  vouchers  and  drafts 
or  checks. 

327.265  Assessment  Decision  No.  165;  trus¬ 

tee  funds  held  for  redemption  of 
bonds. 

327.266  Assessment  Decision  No.  166;  war¬ 

rants. 

327.267  Assessment  Decision  No.  167;  with¬ 

holding  taxes. 

Attthobitt:  $§327,100  to  327.267  issued 
under  sec.  9,  64  Stat.  881;  12  U.  S.  C.  1819. 

§327.100  General.  Assessment  de¬ 
cisions  in  §  327.101,  et  seq.,  are  inter¬ 
pretative  rulings  of  the  Federal  Deposit 
Insurance  Act  and  rules  and  regulations 
in  this  chapter. 

§  327.101  Assessment  Decision  No.  1; 
acceptances;  bank  owne4.  Acceptances 
owned  by  the  bank  are  not  eligible  for 
deduction  as  cash  items  or  otherwise. 

§  327.102  Assessment  Decision  No.  2; 
acceptances;  deposits  made  prior  to  ma¬ 
turity.  (This  proposed  decision  relates 
in  part  to  issues  now  under  submission 
to  the  United  States  District  Court, 
Southern  District  of  New  York.  The 
proposed  decision  will  be  made  and  sent 
to  each  insured  bank  after  determina¬ 
tion  by  the  Court.) 

§  327.103  Assessment  Decision  No.  3; 
acceptances;  purchases  of.  (a)  An  offi¬ 
cer’s  check  issued  by  the  bank  for  the 
purchase  in  the  open  market  of  accept¬ 
ances  for  the  bank’s  own  account,  where 
the  seller  of  the  acceptance  is  not  pri¬ 
marily  or  secondarily  liable  on  the  ac¬ 
ceptance,  need  not  be  included  as  deposit 
liabilities.  Such  checks  are  construed  to 
be  issued  in  payment  for  investments  for 
the  bank’s  own  account. 

(b)  Where  the  seller  of  the  acceptance 
is  either  primarily  or  secondarily  liable 
thereon,  the  oflBcer’s  check  must  be  in¬ 
cluded  in  the  assessment  base. 

§  327.104  Assessment  Decision  No.  4; 
accumulated  checks  of  customers.  Where 
a  bank  customer  who  daily  draws 
numerous  checks  makes  arrangements 
with  his  bank  whereby  the  bank,  instead 


of  charging  each  individual  check 
against  the  depositor’s  accoimt,  accumu¬ 
lates  them  for  one  or  more  days;  and 
where  at  agreed  intervals  the  custmner 
gives  the  bank  a  check  drawn  on  his 
deposit  account  therein  in  the  amount 
of  and  in  exchange  for  the  accumulated 
items;  and  where  these  individual  checks 
held  as  of  the  close  of  business  on  a  base 
day  have  not  been  recorded  to  reduce 
deposit  liabilities,  they  may  be  claimed 
as  a  deduction  in  their  actual  amount  on 
the  Certified  Statement  provided  an 
overdraft  in  the  customer’s  deposit  ac¬ 
count  would  not  occur  had  the  items 
been  charged  thereagainst.  If  an  over¬ 
draft  would  have  occurred,  the  maximum 
allowable  deduction  is  limited  to  the 
amount  of  the  checks  not  in  excess  of 
the  depositor’s  balance. 

§  327.105  Assessment  Decision  No.  5; 
adjustment  of  errors  on  Certified  State¬ 
ments.  (a)  When  errors  are  found  in 
the  computation  of  the  assessment  on 
the  current  (Certified  Statement,  and  the 
correct  figures  can  be  ascertained,  a  form 
letter  in  duplicate  will  be  sent  to  the 
bank  showing  the  corrected  figures.  If 
the  corrected  figures  result  in  an  under¬ 
payment  of  assessment,  the  bank  is  asked 
to  return  the  copy  of  the  form  letter 
with  a  remittance  in  the  amount  of  the 
underpayment.  If  the  corrected  figures 
result  in  an  overpasnnent  of  assessment 
not  in  excess  of  $100,  the  assessment 
account  of  the  bank  on  the  books  of 
the  Corporation  will  be  credited  and  the 
bank  advised.  If  the  overpasmient  is  in 
excess  of  $100  the  bank  will  be  required 
to  file  a  corrected  Certified  Statement 
for  that  period  to  establish  and  support 
such  credit  to  its  accoimt. 

(b)  If  the  errors  are  such  that  the  cor¬ 
rect  figures  cannot  be  determined  from 
the  Certified  Statement,  the  bank  will 
be  required  to  file  an  amended  Certified 
Statement  showing  the  correct  assess¬ 
ment.  If  the  corrected  statement  shows 
an  imderpayment,  it  should  be  accompa¬ 
nied  by  a  remittance  therefor.  If  it 
shows  an  overpayment,  the  assessment 
account  of  the  bank  on  the  books  of  the 
Corporation  will  be  credited  therefor. 

(c)  When  errors  are  found  in  prior 
Certified  Statements  the  bank  will  be  re¬ 
quired  to  file  amended  Certified  State¬ 
ments  for  all  periods  in  which  errors  oc¬ 
curred  within  the  Statute  of  Limitations 
set  out  in  section  7  (g)  of  the  FDI  Act, 
and  such  amended  Certified  Statements 
should  be  accompanied  by  a  remittance 
for  underpayments.  The  assessment 
account  of  the  bank  will  be  credited  with 
any  overpayments. 

(d)  Immediately  after  the  close  of  the 
calendar  year,  assessment  credit  adjust¬ 
ments  will  be  computed  on  underpay¬ 
ments  and  overpayments  for  prior  years 
on  the  basis  of  the  applicable  ratio  for 
the  year  or  years  in  which  the  underpay¬ 
ments  or  overpayments  occurred  and  the 
bank  will  be  advised  of  the  credit  or 
debit  adjustments  made  to  its  account. 

Note:  See  $$327,107  and  327.108,  Assess¬ 
ment  Decisions  No.  7,  Assessment  Credits  and 
No.  8,  Assessment  Credit  Adjustments  on 
Assessments  Applicable  to  Prior  Years. 

§  327.106  Assessment  Decision  No.  6; 
advices  or  authorizations  issued  for  cash 
letters  received,  (a)  The  amount  of  any 
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advices  or  authorizations  issued  by  a 
bank  for  cash  letters  received  directing 
that  its  account  in  the  sending  bank  be 
charged  with  the  amount  thereof  may 
be  excluded  from  deposits  for  the  assess¬ 
ment  base.  This  means  that  the  amount 
of  such  advices  or  authorizations  need 
not  be  included  in  deposits  in  computing 
assessments;  it  does  not  mean  that  they 
may  be  deducted  from  the  total  of  other 
deposits.  However,  where  they  are  in¬ 
cluded  in  the  deposits,  they  may  be 
deducted  therefrom. 

(b)  To  illustrate: 

(1)  Assume  that  on  the  base  day  a  bank 
(“receiving"  bank)  receives  a  cash  letter 
for  $50,000  and  on  that  day  issues  an  advice 
directi^  the  “sending"  bank  to  charge  the 
account  of  the  “receiving"  bank  and  the 
“receiving"  bank  credits  the  amount  thereof 
to  the  account  “due  from"  the  “sending" 
bank.  The  “receiving”  bank  charges  the 
respective  depositors’  accounts.  Assume 
that  the  general  ledger  of  the  “receiving" 
bank  at  the  close  of  business  on  the  base 
day  then  shows  the  following: 


Demand  deposits - - - $1,000,000 

Time  deposits _ -  400,000 

Treasury  tax  and  loan  account..  100, 000 

Cashiers*  checks _ 40,000 


Total _ -  1. 540, 000 


In  tabulating  deposits  for  the  day  the 
bank  will  show  deposits  of  $1,540,000  be¬ 
cause  the  amount  of  advices  has  been 
excluded. 

(2)  Assume  that  the  amount  of  the  advice 
is  reflected  in  the  deposits.  This  is  often 
done  when  the  liability  for  the  cash  letters 
received  is  evidenced  by  a  deferred  credit  ac- 
cotmt.  (See  S  327.156  Assessment  Decision 
No.  56,  Deferred  Credit  Account.)  If  the 
advice  directing  that  the  account  in  the 
sending  bank  be  charged  has  been  Issued  and 
sent  to  the  forwarding  bank,  the  amoimt  of 
the  liability  for  the  cash  letter  received  repre¬ 
sented  by  the  deferred  credit  account  need 
not  be  included  in  the  assessment  base.  On 
the  following  day  the  deferred  credit  account 
is  charged  and  the  “due  from"  bank  account 
Is  credited.  In  this  case  the  amount  of  the 
deferred  credit  account  would  be  included  in 
deposits  on  the  general  books  showing  the 
following  flgures: 


Demand  deposits _ $1,000,000 

Time  deposits _ -  400,000 

Tresisury  tax  and  loan  account..  100, 000 

Cashiers’  checks _ 40,000 

Deferred  credit  account _ 50,000 


Total _  1,  590, 000 


(c)  In  the  latter  illustration  the  $50,- 
000  deferred  credit  account  representing 
the  amount  of  the  liability  for  cash  let¬ 
ters  received  for  which  an  advice  had 
been  issued  directing  that  the  account 
in  the  sending  bank  be  charged  may  be 
subtracted  from  the  deposits  of  $1,590,- 
000  leaving  a  net  of  $1,540,000  for  assess¬ 
ment  purposes.  This  may  be  done  by 
listing  $1,540,000  as  Total  Deposit  Liabil¬ 
ities  on  the  Certified  Statement  but  it  is 
preferred  that  the  $1,590,000  be  listed  as 
Total  Deposit  Liabilities  and  a  deduction 
claimed  on  the  Certified  Statement  de¬ 
scribed  substantially  as  follows:  “Ad¬ 
vices  for  cash  letters  received  included 
in  reported  deposits,  $50,000.” 

(d)  If  the  advice,  authorization,  or 
draft  in  payment  of  a  cash  letter  re¬ 
ceived  is  not  issued  by  the  bank  on  the 
day  the  cash  letter  is  received  but,  in¬ 
stead,  is  issued  on  a  following  day,  the 
liability  of  the  bank  for  the  cash  letters 


received  is  a  deposit  liability  until  the 
advice,  authorization,  or  draft  is  issued. 
(See  S  327.238  Assessment  Decision  No. 
138,  Remittance  Account.) 

(e)  Advices,  authorizations,  or  orders 
issued  by  the  bank  for  other  purposes, 
such  as  a  transfer  of  customers’  funds, 
are  considered  to  be  drafts  within  the 
meaning  of  the  Federal  Deposit  Insur¬ 
ance  Act  and  thus  are  exempt  from  as¬ 
sessment  when  issued  against  deposit 
accounts  in  other  banks  in  the  normal 
course  of  business.  (See  §  327.172  As¬ 
sessment  Decision  No.  72,  Drafts  Out¬ 
standing  Drawn  on  Other  Banks.) 

§  327.107  Assessment  Decision  No.  7; 
assessment  credits,  (a)  At  the  close  of 
each  calendar  year  40  percent  of  the 
Corporation’s  net  assessment  income  is 
transferred  to  its  Capital  Account  and 
the  balance  of  the  net  assessment  income 
is  credited  pro  rata  to  the  insured  banks 
based  upon  the  assessments  of  each  bank 
becoming  due  during  said  calendar  year. 
The  “net  assessment  income”  is  the  in¬ 
come  received  by  the  Corporation  from 
assessments  less  the  operating  costs  and 
expenses,  insurance  losses,  and  reserves 
provided  for  insurance  losses. 

(b)  As  soon  as  possible  after  the  close 
of  each  calendar  year,  the  Corporation 
computes  the  assessment  credit  rate  and 
promptly  advises  each  bank  of  such  rate. 
Then,  prior  to  July  1  each  year,  each 
bank  is  informed  of  the  amount  of  the 
assessment  credit  that  will  be  applied  to 
its  assessment  which  becomes  due  the 
ensuing  July  15.  Any  balance  due  on 
the  assessment  on  July  15  in  excess  of 
this  credit  must  be  paid  in  cash.  Any 
balance  of  the  credit  remaining  after  the 
payment  of  the  assessment  due  July  15 
may  be  deducted  from  the  assessment 
due  on  subsequent  Certified  Statements. 

(c)  The  year  1950  was  the  first  cal¬ 
endar  year  for  which  assessment  credits 
were  computed.  The  assessment  credits 
for  the  first  five  years  have  been  as 
follows: 


Assessment  credit 
calendar  year 

Assessment 
credit  rate 

Date  appli¬ 
cable  on 
assessment 
due 

lom  .  _  _ _ 

Percent 

56. 00377265 
56. 50257427 
56. 49787282 
56.  73240442 
56.76433408 

July  15,1951 
July  15,1962 
July  15,1953 
July  15,1954 
July  15,1955 

19S1 . 

.  -  _ 

1Q]« 

Ift.'U  _ 

§  327.108  Assessment  Decision  No.  8; 
assessment  credit  adjustments  on  assess¬ 
ments  applicable  to  prior  years,  (a) 
When  assessments  are  received  which 
are  due  for  years  prior  to  the  year  in 
which  collected,  the  assessment  credit 
rate  applied  to  such  assessments  are  the 
rates  applicable  to  the  years  in  which 
the  assessments  were  due. 

(b)  To  illustrate,  assume  that  in  1954 
a  bank  filed  an  amended  Certified  State¬ 
ment.  Form  545AH,  based  upon  deposits 
for  March  31  and  June  30, 1952,  showing 
an  additional  assessment  due  of  $100. 
This  assessment  was  due  for  the  calendar 
year  1952,  and  the  assessment  credit  al¬ 
lowed  insured  banks  on  assessments  due 
in  that  year  was  56.49787  percent*  The 
bank  is  requested  to  pay  the  full  $100 
to  the  Corporation.  Immediately  after 


the  close  of  the  calendar  year  1954,  the 
assessment  credit  adjustments  are  com¬ 
puted  and  the  bank  is  thereupon  in¬ 
formed  that  the  assessment  credit  ad¬ 
justment  applicable  to  the  $100  is  being 
credited  to  its  account  in  the  amount 
of  $56.50,  which  may  be  deducted  from 
the  assessment  next  becoming  due. 

(c)  The  same  applies  to  assessment 
overpayments.  To  illustrate,  assume 
that  in  1954  a  bank  filed  an  amended 
Certified  Statement,  Form  545AI,  based 
upon  deposits  for  September  30  and  De¬ 
cember  31,  1952,  showing  an  overpay¬ 
ment  of  $100.  The  $100  is  credited  to 
the  bank’s  account  to  be  applied  upon 
future  assessments  but  with  the  explana¬ 
tion  that  an  assessment  credit  adjust¬ 
ment  will  be  made  later.  This  assess¬ 
ment  was  due  in  1953  in  which  year  the 
assessment  credit  rate  was  56.7324  per¬ 
cent.  When  the  assessment  credit  ad¬ 
justments  are  computed  immediately 
after  the  close  of  the  calendar  year  1954, 
the  bank  is  requested  to  pay  to  the  Cor¬ 
poration  the  amount  of  the  assessment 
credit  adjustment,  in  this  case,  amount¬ 
ing  to  $56.73. 

Note:  See  §§327.105  and  327.107,  Assess¬ 
ment  Decisions  No.  5,  Adjustment  of  Errors 
on  Certifled  Statements  and  No.  7,  Assess¬ 
ment  Credits. 

§  327.109  Assessment  Decision  No.  9; 
assigned  accounts  receivable,  collections. 

(a)  When  accounts  receivable  ore  as¬ 
signed  to  the  bank  as  security  to  a 
liability  to  the  bank  and  cash  collections 
are  received  on  said  accounts  and  the 
cash  is  held  as  substituted  security,  such 
funds,  up  to  the  amount  of  the  indebted¬ 
ness  secured,  may  be  excluded  from  the 
assessment  base  provided  they  are  held 
solely  for  the  purpose  of  securing  the 
liability  to  the  bank,  are  not  subject  to 
withdrawal  by  the  obligor,  and  are  car¬ 
ried  in  a  special  non-interest-bearing 
account  designated  to  properly  show 
their  purpose. 

(b)  The  fact  that  the  depositor  has 
the  right  to  withdraw  funds  from  such 
a  special  account  upon  the  substitution 
of  accounts  receivable  therefor  will  not 
make  the  account  assessable  if  it  meets 
the  statutory  requirements  in  i>aragrapli 
(a)  of  this  section. 

(c)  A  different  situation  exists  if  ac¬ 
counts  receivable  are  assigned  to  the 
bank  under  an  agreement  to  pay  to  the 
customer  the  amount  of  collections  in 
excess  of  a  required  stipulated  reserve. 
Any  funds  held  by  the  bank  in  excess 
of  the  stipulated  reserve  must  be  in¬ 
cluded  in  deposits  for  the  assessment 
base.  (See  §  327.152  Assessment  De¬ 
cision  No.  52,  Dealers  Reserves.) 

§  327.110  Assessment  Decision  No.  10; 
automobile  "‘paper”  purchased.  A  cash¬ 
ier’s  or  other  officer’s  check  issued  by  a 
bank  for  the  purchase  of  automobile 
“paper”  must  be  included  in  deposits  for 
the  assessment  base  if  it  is  outstanding 
at  the  close  of  business  on  an  assess¬ 
ment  base  day  provided  the  payee  is  pri¬ 
marily  or  secondarily  liable  on  the  paper 
purchased.  A  cashier’s  or  other  officer’s 
check  issued  in  payment  of  the  purchase 
of  automobile  or  other  “paper”  without 
recourse  on  the  seller  is  not  subject  to 
assessment. 
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§  327.111  Assessment  Decision  No.  11; 
availability  schedule;  cash  items,  (a) 
No  cash  item  may  be  considered  as  im- 
collected  at  the  close  of  business  on  the 
base  day  if  such  item  has  been  outstand¬ 
ing  for  a  period  in  excess  of  the  time 
necessary  to  send  the  item  in  due  course 
to  the  Federal  Reserve  bank  of  the  Fed¬ 
eral  Reserve  district  or  branch  thereof 
in  which  the  reporting  bank  is  located 
plus  the  time  allowed  for  collection  from 
the  place  where  the  item  is  payable  as 
shown  on  the  current  Time  Schedule  of 
such  Federal  Reserve  bank  or  branch 
thereof.  Thus,  when  the  alternate  (bb) 
method  is  used  in  claiming  deductions 
for  cash  items  the  maximum  time  a  cash 
item  may  be  considered  as  uncollected 
is  limited  to  the  Federal  Reserve  Time 
Schedule  plus  the  time  of  transmittal 
to  the  Federal  Reserve  bank  or  branch, 
or  the  actual  time  required  for  collection, 
whichever  is  the  lesser. 

(b)  The  Federal  Reserve  Time  Sched¬ 
ule  is  also  applicable  when  the  alternate 
(aa)  method  is  used.  For  instance,  if 
the  base  day  is  Monday  and  the  bank  is 
not  open  for  business  on  the  preceding 
Saturday,  items  received  and  forwarded 
for  collection  on  Saturday  or  Sunday 
would  be  eligible  for  deduction  on  the 
Monday  base  day  (see  footnote  1)  pro¬ 
vided  they  remain  uncollected  at  the 
close  of  business  on  Monday  and  have 
been  outstanding  for  a  time  not  in  excess 
of  the  Federal  Reserve  Time  Schedule. 

(c)  It  should  be  noted  that,  although 
the  Federal  Reserve  Time  Schedule  is 
used  as  the  guide  to  the  maximum  time 
an  item  may  be  considered  imcollected, 
there  is  no  requirement  that  items  be 
cleared  through  any  Federal  Reserve 
bank  or  branch  thereof.  When  items 
are  cleared  through  other  banks,  an 
item  may  be  considered  uncollected  for 
the  actual  time  required  to  collect  it 
provided  that  this  time  may  not  exceed 
the  time  the  item  would  be  uncollected 
if  it  had  been  cleared  through  the  Fed¬ 
eral  Reserve  bank  of  the  Federal  Reserve 
district  or  branch  thereof  in  which  the 
reporting  bank  is  located. 

(d)  A  cash  item  drawn  on  a  place  not 
included  in  the  Federal  Reserve  Time 
Schedule  or  an  item  which  a  Federal 
Reserve  bank  will  not  accept  as  a  cash 
item  but  will  handle  only  on  a  collection 
basis  may  be  considered  to  be  in  the 
process  of  collection  for  the  actual  time 
required  to  collect  it.  This  applies  to 
items  such  as  sight  drafts  or  checks 
drawn  on  nonpar  banks.  The  check 
or  draft  received  by  the  reporting  bank 
for  such  collection  is  not  a  cash  item  if 
the  bank  paid  or  gave  credit  for  the 
original  item  or  gave  credit  subject  to 
final  payment  for  the  original  item  when 
received. 

(e)  In  the  case  of  an  insured  bank  or 
branch  located  outside  of  any  Federal 
Reserve  distriot  (see  footnote  2) ,  an  item 
shall  not  be  considered  as  uncollected  at 
the  close  of  business  on  the  base  day  if 
such  item  has  been  outstanding  for  a 


*  Amended  Rules  and  Regulations.  S  327.1 
(e),  effective  March  30,  1954,  not  applicable 
prior  thereto. 

*  This  means  banks  located  outside  of  the 
States  of  the  United  States  and  the  District 
of  Columbia. 


period  In  excess  of  the  time  from  the 
date  the  cash  item  is  paid  or  credited  to 
a  deposit  account  and  the  date  of  receipt 
(in  the  usual  course  of  business)  by  the 
correspondent  bank  to  which  the  item 
is  forwarded  for  collection  plus  the  col¬ 
lection  time  allowed  by  the  Federal  Re¬ 
serve  Time  Schedule  for  the  district  in 
which  the  correspondent  bank  is  located. 
This  paragraph  applies  only  to  banfe 
located  outside  the  States  of  the  United 
States  and  the  District  of  Columbia. 

§  327.112  Assessment  Decision  No,  12; 
average  or  estimated  deductions.  No 
method  of  averages  or  estimates  may  be 
used  in  computing  deductions  for  cash 
items  or  any  other  deductions.  The  bank 
must  maintain  records  to  support  and 
justify  all  deductions  made  for  all  as¬ 
sessment  periods  subsequent  to  January 
1945,  except  that,  where  a  field  audit  of 
the  assessment  records  has  been  made 
and  any  adjustment  of  assessment  re¬ 
quired  thereunder  has  been  effected,  the 
insured  bank  need  not  thereafter  retain 
any  assessment  records  in  support  of  its 
Certified  Statements  through  toe  date  of 
the  audit.  (See  §  327.234  Assessment  De¬ 
cision  No.  134,  Records  Necessary.) 

§  327.113  Assessment  Decision  No.  13; 
bank  money  orders.  Bank  money  orders 
issued  by  the  reporting  bank  for  money 
or  its  equivalent  are  subject  to  assess¬ 
ment,  as  they  are  in  effect  cashiers’  or 
officers’  checks;  however,  such  money 
orders  drawn  in  toe  normal  course  of 
business  on  deposit  accounts  in  other 
banks  are  exempt  from  assessment  as 
drafts. 

§  327.114  Assessment  Decision  No.  14; 
bankruptcy  and  equity  receivership 
funds,  (a)  When  a  bank  acts  as  re¬ 
ceiver  or  trustee  in  bankruptcy,  or  re¬ 
ceiver  in  equity,  it  must  include  the 
funds  received  and  maintained  in  each 
of  these  capacities  in  its  deposits  for 
assessment  purposes  as  such  funds  are 
trust  funds  as  defined  in  the  Federal 
Deposit  Insurance  Act  (sec.  3  (p) ) . 
However,  such  funds  need  not  be  in¬ 
cluded  in  the  assessment  base  if  they  are 
deposited  in  another  insured  bank,  pro¬ 
vided  toe  provisions  of  paragraph  (n) 
of  §  327.1  are  complied  with. 

(b)  The  proper  procedure  in  such 
cases  is  for  toe  reporting  bank  to  in¬ 
clude  the  funds  in  its  total  of  reported 
deposits  on  Certified  Statements  and  to 
claim  a  deduction  for  the  trust  funds 
deposited  in  other  insured  banks.  If 
toe  funds  are  deposited  by  toe  reporting 
bank  in  uninsured  banks,  including 
banks  located  in  foreign  countries,  the 
reporting  bank  must  include  the  fimds 
in  its  assessment  base  and  may  not  claim 
a  deduction  therefor. 

§  327.115  Assessment  Decision  No. 
15;  base  days,  (a)  The  base  days  are 
specified  in  section  7  (a)  of  the  Federal 
Deposit  Insurance  Act  and  are  March  31, 
June  30,  September  30  and  December  31. 
The  Certified  Statements,  which  must  be 
filed  semiannually,  that  is,  on  or  before 
July  15  and  January  15  of  efu:h  year, 
are  based  upon  deposits  as  of  toe  close 
of  business  on  March  31  and  June  30, 
and  September  30  and  December  31,  re¬ 
spectively. 


(b)  If  toe  base  day  is  a  nonbusiness 
day  or  a  legal  holiday,  either  national 
or  State,  toe  preceding  business  day 
shall  be  used.  Thus,  when  the  base  day 
falls  on  Sunday,  a  bank  shall  use  as  its 
base  day  the  preceding  Saturday  pro¬ 
vided  the  bank  is  open  for  business  on 
that  day;  or,  if  it  is  not  open  for  business 
on  Saturday,  then  the  base  day  shall  be 
the  preceding  business  day. 

(c)  If  toe  base  day  falls  on  a  day  when 
the  bank  is  open  for  less  than  the  normal 
number  of  hours,  such  as  being  open  only 
until  noon  on  Saturday,  that  day  shall 
nevertheless  be  used  as  a  base  day  pro¬ 
vided  toe  bank  is  open  for  toe  trans¬ 
action  of  all  business  on  such  shorter 
business  day. 

-  (d)  The  fact  that  a  bank  may  be  open 
to  toe  extent  of  receiving  items  by  mail, 
or  has  open  a  few  of  its  branches,  does 
not  mean  that  the  bank  is  “open  for 
business’’  as  that  term  is  used  in  this 
section. 

(e)  For  interpretation  of  the  base  day 
from  September  21,  1950,  through  the 
December  31, 1953,  base  day,  see  footnote 
3. 

§  327.116  Assessment  Decision  No. 
16;  bills  of  exchange.  Customers  at 
times  have  arrangements  whereby  their 
bank  will  pay  commodity  drafts  and 
similar  instruments  which  are  recorded 
by  toe  bank  as  loans.  When  goods  cov¬ 
ered  by  these  drafts  are  sold,  toe  pro¬ 
ceeds  are  often  credited  to  a  deposit  ac¬ 
count  pending  application  toward  toe 
payment  of  toe  instruments.  Such 
funds  are  not  assessable  if  they  are  actu¬ 
ally  applied  on  the  indebtedness  as  of  toe 
date  received  although  such  application 
is  made  at  a  later  date,  or  if  such  funds 
are  held  as  collateral  security  to  toe  in¬ 
debtedness,  provided  they  are  held 


*  For  the  period  from,  the  enactment  of  the 
Federal  Deposit  Insurance  Act  on  September 
21, 1950,  through  the  December  31, 1953,  base 
day.  the  base  day  was  the  calendar  day,  1.  e., 
from  midnight  to  midnight.  Accordingly,  if 
the  base  day  was  December  31  and  the  bank 
used  the  alternate  (aa)  method  of  claiming 
deductions  for  exchanges,  only  the  cash 
items  received  on  December  31,  and  for¬ 
warded  for  collection  on  that  day  between 
midnight  of  December  30  and  midnight  of 
December  31.  and  those  items  held  for 
clearings  at  the  close  of  business  December 
31,  were  eligible  for  deduction. 

Beginning  with  the  March  31,  1954  base 
day.  In  accordance  with  the  amended  rules 
and  regulations  effective  March  30,  1954, 
the  term  “base  day’’  was  defined  as  the 
period  of  time  beginning  with  the  time  of 
the  closing  of  the  books  or  the  “cutoff”  time 
on  the  last  business  day  Immediately  pre¬ 
ceding  the  assessment  base  day  to  the  time 
of  the  closing  of  the  books  of  the  bank  on 
the  base  day  according  to  the  normal  prac¬ 
tice  of  the  bank.  Holidays  or  other  non- 
business  days  Intervening  between  the  pre¬ 
ceding  business  day  and  the  base  day  are 
part  of  the  base  day.  Thus,  If  the  base  day 
is  on  Monday  and  the  bank  was  not  open 
for  business  on  Saturday,  and  Friday  was  the 
last  preceding  business  day,  then  the  base 
day  will  Include  all  uncollected  cash  items 
received  after  the  closing  of  the  books  or 
“cutoff”  time  on  Friday  to  the  closing  of  the 
books  or  “cutoff”  time  on  Monday.  This 
must  be  In  the  normal  practice  of  the  bank 
and  no  change  in  the  closing  of  the  books  or 
“cutoff”  time  may  be  made  on  any  day  for 
the  purpose  of  abnormally  affecting  the  de¬ 
posits  or  deductions  for  the  base  day. 
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solely  for  the  purpose  of  securing  the  lia¬ 
bility  to  the  banl^  are  in  an  amount  not 
in  excess  of  such  liability,  are  not  sub¬ 
ject  to  withdrawal  by  the  obligor,  and 
are  carried  in  a  special  non-interest- 
bearing  account  designated  to  properly 
show  their  purpose.  Any  such  funds  in 
excess  of  the  indebtedness  must,  of 
course,  be  included  in  the  assessment 
base. 

§  327.117  Assessment  Decision  No.  17: 
"branch  items,  (a)  An  item  which  is 
drawn  against  a  deposit  accoimt  main¬ 
tained  in  the  main  office  or  branch  of¬ 
fice  of  the  reporting  bank  and  which  is 
received  by  an  office  of  the  reporting 
bank  other  than  the  office  where  the 
deposit  account  is  carried  and  which  has 
been  paid  or  credited  to  a  deposit  ac-* 
count  is  not  eligible  for  deduction  as  a 
cash  item.  However,  if  the  item  is  not 
refiected  on  the  books  of  the  bank  on  the 
base  day  as  a  charge  against  deposit  lia¬ 
bilities  it  may  be  subtracted  therefrom 
in  its  actual  amount. 

(b)  To  illustrate,  assume  that  at  the 
close  of  business  on  the  base  day  a  bank 
with  one  branch  had  deposits  of  $1,000,- 
000  at  the  main  office  and  $500,000  at 
the  branch.  Assume  also  that  on  the 
base  day,  the  main  office  received  de¬ 
posits  of  $3,000  for  credit  at  the  branch 
office  and  received  checks  totaling  $2,000 
drawn  against  branch  office  deposit  ac¬ 
counts.  Assume  further  that  the  $3,000 
branch  deposits  and  $2,000  branch 
checks  were  accounted  for  in  an  inter¬ 
branch,  branch  clearing,  or  a  similarly 
named  accoimt  on  the  bank’s  books.  In 
this  instance  the  $3,000  moist  be  added 
to  deposits  for  assessment  purposes  in 
Column  A  of  the  Certifi^  Statement. 
The  $2,000  of  checks  drawn  on  the 
branch  office  are  ineligible  as  exchange 
deductions,  but  may  be  deducted  in  their 
actual  amount  on  the  Certified  State¬ 
ment.  For  assessment  purposes  the 
bank  would  report  total  deposit  liabili¬ 
ties  of  $1,503,000  on  their  Certified 
Statement  and  take  deductions  of  $2,000 
resulting  in  net  deposit  liabilities  of 
$1,501,000.  Any  checks  or  drafts  re¬ 
ceived  at  the  bank’s  office  applicable  to 
accounts  maintained  at  the  main  office 
will  be  handled  in  exactly  the  same 
manner. 

(c)  For  the  definition  of  a  cash  item 
from  September  21,  1950,  through  the 
December  31,  1953,  base  day,  see  foot¬ 
note  4. 

§  327.118  Assessment  Decision  No.  18: 
branches  outside  the  States  of  the  United 
States,  (a)  Any  obligation  of  a  bank 
which  is  payable  only  at  an  office  of  the 
bank  located  outside  the  States  of  the 
United  States,  the  District  of  Columbia, 


*  Pot  the  period  July  1,  1950,  to  March  30, 
1954,  a  check  payable  at  a  branch  office 
or  main  office  of  the  reporting  bank  other 
than  the  office  where  the  item  was  received 
was  included  in  the  definition  of  a  cash  item. 
Thus,  if  such  an  item  was  received  on  the 
assessment  base  day  and  held  for  clearings 
with  the  other  office  at  the  close  of  business, 
such  items  could  be  multiplied  by  2  under 
the  alternate  (aa)  method  of  claiming  de¬ 
ductions  for  cash  items.  Beginning  with 
the  March  31,  1954,  base  day  the  inter¬ 
branch  items  can  no  longer  be  deducted, 
multiplied  by  2,  under  any  circvunstances. 


any  Territory  of  the  United  States, 
Puerto  Rico  and  the  Virgin  Islands,  is 
not  a  deposit  for  any  of  the  purposes  of 
the  Federal  Deposit  Insurance  Act  and 
need  not  be  included  in  deposits  for  the 
assessment  base.  For  instance,  an  obli¬ 
gation  payable  only  at  a  branch  in 
France  is  not  subject  to  assessment. 

(b)  Any  insured  bank  having  its  prin¬ 
cipal  place  of  business  in  any  of  the 
States  of  the  United  States  or  in  the  Dis¬ 
trict  of  Columbia  which  maintains  a 
branch  in  any  Territory  of  the  United 
States  or  the  Virgin  Islands  may  elect 
to  exclude  from  insurance  its  deposit  ob¬ 
ligations  which  are  payable  only  at  such 
branch,  and  upon  so  electing  the  insured 
bank  with  respect  to  such  branch  shall 
comply  with  the  provisions  of  the  Fed¬ 
eral  Deposit  Insurance  Act  applicable  to 
the  termination  of  insurance  by  non¬ 
member  banks.  Accordingly,  if  an  in¬ 
sured  bank  wishes  to  exclude  deposits 
from  insurance  in  such  a  branch  where 
the  deposits  are  already  insured,  it  is 
necessary  to  give  notice  to  depositors  at 
the  branch  and  to  pay  assessments  on 
the  deposits  in  such  branch  for  a  period 
of  two  years  from  the  termination  of  the 
insured  status. 

(c)  Under  Public  Law  533  of  the  82d 
Congress  enacted  July  14, 1952,  the  Fed¬ 
eral  Deposit  Insurance  Act  was  amended 
by  striking  out  “Puerto  Rico’’  from  the 
branches  outside  the  United  States 
which  could  be  excluded  from  insurance 
and  from  the  assessment  base.  Thus, 
deposits  in  branches  in  Puerto  Rico  must 
be  included  in  the  assessment  base. 

§  327.119  Assessment  Decision  No.  19: 
"brokers  loans,  (a)  Official  checks  issued 
by  an  insured  bank  representing  the  pro¬ 
ceeds  of  brokers  loans  and  which  are 
issued  in  exchange  for  an  agreement  to 
pay,  do  not  represent  deposits  within  the 
meaning  of  the  Federal  Deposit  Insur¬ 
ance  Act  and  Regulations  unless  such 
agreement  to  pay  constitutes  a  promis¬ 
sory  note.  This  applies  to  loans  com¬ 
monly  designated  as  brokers  loans  where 
the  borrower  executes  the  bank’s  general 
liability  or  loan  agreement. 

(b)  Such  loan  agreements  are  not 
construed  to  be  “money  or  its  equivalent” 
as  this  term  is  used  in  the  Federal  De¬ 
posit  Insurance  Act  and  regulations.  Ac¬ 
cordingly,  the  official  checks  issued  in 
exchange  therefor  are  not  deposits  within 
the  meaning  of  said  act  and  need  not 
be  included  in  deposits  for  the  assess¬ 
ment  base. 

§  327.120  Assessment  Decision  No.  20: 
capital  stock  funds.  Funds  paid  into  the 
bank  for  the  purchase  of  new  capital 
stock  in  the  bank  and  carried  in  an 
account  pending  the  issuance  of  the  stock 
need  not  be  included  in  the  assessment 
base  unless,  under  the  agreement,  such 
funds  are  held  as  trust  funds. 

§  327.121  Assessment  Decision  No.  21: 
cash  funds  received  and  held  as  security 
to  indebtedness  to  the  bank.  (This  pro¬ 
posed  decision  relates  in  part  to  issues 
now  under  submission  to  the  United 
States  District  Court,  Southern  District 
of  New  York.  The  proposed  decision  will 
be  made  and  sent  to  each  insured  bank 
after  determination  by  the  Court.) 


§  327.122  Assessment  Decision  No.  22; 
cash  collateral:  participated  loans,  (a) 
Cash  funds  received  and  held  solely  for 
the  purpose  of  securing  a  liability  to  the 
bank  need  not  be  included  in  deposits  for 
the  assessment  base  provided  all  of  the 
statutory  requirements  are  met  as  set  out 
in  §  327.121  Assessment  Decision  No.  21, 
“Cash  Funds  Received  and  Held  as  Se¬ 
curity  to  Indebtedness  to  the  Bank”. 

(b)  If  the  reporting  bank  issues  par¬ 
ticipations  in  a  loan  to  other  banks  or 
individuals,  the  pro  rata  share  of  the 
cash  funds  held  as  security  applicable  to 
the  participations  of  others  must  be  in¬ 
cluded  in  the  assessment  base. 

(c)  To  illustrate,  assume  the  report¬ 
ing  bank  makes  a  loan  of  $500,000  to 
Company  A.  and  holds  cash  funds  as 
security  in  the  amount  of  $50,000.  As¬ 
sume  it  sells  participations  in  the  loan 
to  the  amount  of  $100,000.  If  all  of  the 
requirements  of  the  act  are  met  (which 
exempts  from  assessment  cash  funds 
held  as  security),  the  reporting  bank 
may  exclude  from  the  assessment  base 
the  sum  of  $40,000.  It  must  include  in 
the  assessment  base  the  $10,000  re¬ 
mainder  of  the  cash  collateral.  As  illus¬ 
trated,  the  cash  collateral  eligible  for 
deduction  by  the  reporting  bank  is  in 
direct  proportion  to  their  share  of  the 
total  loan,  in  this  instance  80  percent. 

(d)  It  should  be  noted  the  act  provides 
that  the  exemption  applies  only  to  cash 
funds  held  solely  as  security  to  indebted¬ 
ness  to  the  bank.  This  exemption  does 
not  extend  to  indebtedness  held  by  the 
bank  for  the  account  of  others. 

§  327.123  Assessment  Decision  No.  23; 
cash  items  eligible  for  deduction  as  ex¬ 
changes.  (a)  The  term  “cash  item”  as 
used  in  the  Federal  Deposit  Insurance 
Act  and  in  the  rules  and  regulations  re¬ 
fers  to  items  eligible  for  deduction  under 
local  and  outside  exchanges.  Cash  items 
eligible  for  deduction  are  defined  in 
§  327.1  (b) ,  effective  March  30,  1954.  A 
cash  item  eligible  for  deduction  as  de¬ 
fined  therein  must  meet  the  following 
requirements: 

(1)  The  instrument,  check,  or  draft 
must  provide  for  the  pasrment  of  money. 

(2)  'The  instrument,  check,  or  draft 
must  have  been  received  by  the  report¬ 
ing  bank  in  the  regular  course  of  busi¬ 
ness. 

(3)  ’The  Instrument,  check,  or  draft 
must  be  in  the  process  of  collection. 

(4)  The  instrument,  check,  or  draft 
must  be  payable  on  presentation. 

(5)  In  consideration  therefor  the  re¬ 
porting  bank  must  have  done  one  of  the 
following: 

(i)  Given  credit  to  a  deposit  account; 

(ii)  Issued  a  credit  instrument; 

(iii)  Paid  the  item  (see  §  327.125  As¬ 
sessment  Decision  No.  25,  Cash  Items 
Paid  by  the  Reporting  Bank) ; 

(iv)  Credited  the  amount  thereof 
upon  an  indebtedness  to  the  bank;  or 

(V)  Received  the  instrument  in  pay¬ 
ment  for  Series  E  bonds  or  other  se¬ 
curity  (not  an  asset  of  the  bank) ,  or  as 
a  collection  for  public  utility  service, 
or  in  a  like  transaction:  Provided,  how¬ 
ever,  That  an  instrument  received  in 
payment  of,  or  arising  from,  the  sale  or 
other  disposition  of  any  of  the  bank’s 
assets  is  not  a  cash  item. 
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(6)  The  payer  or  drawee  of  the  in¬ 
strument,  check,  or  draft,  must  be  a  bank 
or  person  other  than  the  reporting  bank. 

(b)  The  following  are  examples  which 
do  not  meet  the  requirements  of  a  cash 
item  eligible  for  deduction: 

(1)  Any  instrument  received  in  pay¬ 
ment  of  or  arising  from  the  sale  or  other 
disposition  of  any  of  its  assets. 

(2)  A  draft  payable  at  a  future  date 

such  as  upon  arrival  of  a  car.  i 

(3)  Any  instrument,  check,  or  draft 
received  in  payment  of  clearings. 

(4)  Any  instrument,  check,  or  draft 
received  in  payment  for  cash  items  paid 
or  credited  to  a  deposit  account  and 
forwarded  for  collection. 

(5)  Drafts  issued  to  transfer  its  own 
funds. 

(6)  Any  instrument,  check,  or  draft 
drawn  or  delivered  and  exchanged  for 
the  purpose  of  reducing  the  assessment 
base. 

(7)  Any  instrument,  check,  or  draft 
drawn  by  an  officer,  director,  stockholder 
or  affiliate  of  the  reporting  bank,  or  any 
person  or  corporation  at  its,  his,  or  their 
suggestion  or  direction  for  the  purpose 
of  abnormally  increasing  the  deposits  on 
the  base  day  or  for  the  purpose  of  ob¬ 
taining  abnormal  deductions. 

(8)  Any  instrument,  check,  or  draft 
received  by  the  reporting  bank  drawn  on 
any  branch  or  office  of  the  reporting 
bank. 

(9)  Any  instrument,  check,  or  draft 
held  by  the  reporting  bank  until  made 
good  by  the  maker  or  endorser. 

(c)  For  definition  of  cash  item  for  the 
base  day  from  September  21,  1950, 
through  the  December  31, 1953,  base  day, 
see  footnote  5. 


•  For  the  p>eriod  based  upon  deposits  from 
July  1,  1950,  through  the  December  31,  1953, 
base  day.  the  definition  of  a  cash  item 
appeared  in  §  327.1  (a)  of  the  rules  and  reg¬ 
ulations  in  effect  to  March  30,  1954.  The 
elements  1,  2,  3  and  4  given  above  were  the 
same  for  that  period  but  items  5  and  6  were 
different  so  that  the  definition  for  said 
period  included  checks  and  drafts  for  which 
cash  or  other  consideration  was  given  and 
included  instruments,  checks,  or  drafts  where 
the  payer  or  drawee  was  a  branch  office  or 
a  main  office  of  the  reporting  bank  other 
than  the  office  where  the  item  was  received. 

The  principal  differences  between  cash 
items  eligible  for  deduction  prior  to  March 
30,  1954,  and  those  eligible  for  deduction 
thereafter  are  as  follows; 

(1)  After  July  1,  1950,  and  prior  to  March 
30,  1954,  but  not  thereafter,  the  bank  could 
include  in  cash  items  eligible  for  deduction 
instruments  drawn  on  other  banks  received 
in  payment  of  or  arising  from  the  sale  or 
other  disposition  of  any  of  its  assets. 

(2)  After  July  1,  1950,  and  prior  to  March 
30,  1954,  but  not  thereafter,  the  reporting 
bank  could  include  in  cash  items  eligible 
for  deduction  instruments,  checks,  or  drafts 
received  by  the  reporting  bank  on  the  base 
days  drawn  on  another  branch  or  office  of 
the  reporting  bank. 

(3)  After  July  1,  1960,  and  prior  to  March 
30,  1954,  the  reporting  bank  could  not  in¬ 
clude  in  cash  items  eligible  for  deduction 
any  instruments,  other  than  checks  or  bank 
drafts  for  which  it  had  given  cash.  This 
limitation  was  removed  in  the  regulations 
effective  March  30,  1954,  so  that  thereafter 
instruments  other  than  checks  and  bank 
drafts,  such  as  postal  money  orders  and  in¬ 
terest  coupons  could  be  included  in  cash 


§  327.124  Assessment  Decision  No.  24; 
cash  items;  methods  of  claiming  deduc¬ 
tions.  (a)  There  are  two  alternate 
methods  of  claiming  deductions  for  cash 
items  designated  as  the  (aa)  and  the 
(bb)  methods.  The  bank  has  the  op¬ 
tion  of  using  the  alternate  method  which 
is  to  its  greater  advantage,  but  which¬ 
ever  method  is  chosen  must  be  used  for 
both  base  days  in  a  semiannual  period 
and  must  be  used  for  computing  both 
local  and  outside  exchanges. 

(b)  The  two  alternate  methods  are 
as  follows: 

(1)  Under  the  alternate  (aa)  method 
of  deducting  cash  items,  a  bank  may 
deduct  twice  the  total  of  the  cash  items 
forwarded  for  collection  on  the  assess¬ 
ment  base  day  and  cash  items  held  for 
clearings  at  the  close  of  business  on 
said  day,  which  are  in  the  process  of 
collection  and  which  the  bank  has  re¬ 
ceived  and  paid  in  the  regular  course  of 
business  or  credited  to  deposit  accounts 
on  the  base  day,  all  in  accordance  with 
the  normal  procedure  of  the  bank. 

(2)  Under  the  alternate  (bb)  method 
a  bank  may  deduct  the  total  of  the  cash 
items  forwarded  for  collection  on  the 
assessment  base  day  and  cash  items  held  ' 
for  clearings  at  the  close  of  business  on 
said  day  which  are  in  the  process  of 
collection  and  which  the  bank  has  re¬ 
ceived  and  paid  in  the  regular  course  of 
business  or  credited  to  deposit  accounts 
on  the  assessment  base  day  plus  the 
amount  of  the  cash  items  paid  or  cred¬ 
ited  to  deposit  accounts  on  preceding 
days,  which  are  in  the  process  of  collec¬ 
tion  and  which  remain  uncollected  at 
the  close  of  business  on  the  base  day, 
all  in  accordance  with  the  normal  pro¬ 
cedure  of  the  bank. 

Note:  See  §§  327.123,  327.127,  and  327.128. 
Assessment  Decisions  No.  23,  Cash  Items 
Eligible  for  Deduction  as  Exchanges,  No.  27, 
Cash  Items  Deductions,  Local,  and.  No.  28, 
Cash  Items  Deductions,  Outside. 

§  327.125  Assessment  Decision  No.  25; 
cash  items  paid  by  the  reporting  bank. 
(a)  Only'  items  credited  to  deposit  ac¬ 
counts  or  paid  are  eligible  for  deduction. 
(See  §  327.123  Assessment  Decision  No. 
23,  Cash  Items  Eligible  for  Deduction 
as  Exchanges,  for  a  definition  of  a  cash 
item.) 

(b)  In  the  amended  rules  and  regula¬ 
tions.  effective  March  30,  1954,  the  word 
“paid”  is  defined  to  include  items  for 
which  the  bank  has  given  cash,  received 
as  a  payment  on  a  debt  to  the  bank,  re¬ 
ceived  in  payment  for  a  Series  E  bond 
or  other  security  (not  an  asset  of  the 
bank),  and  as  a  collection  for  public 
utilities  service  or  in  a  similar  transac¬ 
tion. 

(c)  It  is  specifically  provided  in  said 
amended  rules  and  regiilations  that  an 
instrument  received  by  the  bank  in  pay¬ 
ment  of,  or  arising  from,  the  sale  or 
other  disposition  of  any  of  its  assets  is 
not  a  cash  item. 


items  eligible  for  deduction  if  cash  were 
given  therefor. 

See  §§  327.127,  327.128,  and  327.130,  Assess¬ 
ment  Decisions  No.  27,  Cash  Items  Deduc¬ 
tions;  Local,  No.  28,  Cash  Items  Deductions; 
Outside,  and  No.  30,  Cash  Items  Deductions; 
Change  in  Alternate  Method. 


(d)  Following  are  examples  of  items 
considered  “paid”  and  eligible  for  de¬ 
duction  as  cash  items  if  they  meet  all 
the  other  requirements  of  a  cash  item: 

(1)  Items  cashed  over  the  counter. 

(2)  Items  received  and  paid  for  in 
local  clearings  or  paid  for  in  cash  letters 
received. 

(3)  Items  received  as  a  payment  on, 
or  in  pasonent  of,  a  note  to  the  bank. 

(4)  Items  received  as  a  pa3unent  on 
principal  or  interest  on  a  mortgage  held 
by  the  bank,  not  arising  from  the  sale 
of  its  own  property. 

(5)  Items  received  in  pasment  of  rent 
to  the  bank  on  wholly  owned  real  estate. 

(e)  Following  are  examples  of  items 
not  within  the  definition  of  “paid”  and 
ineligible  for  deduction: 

(1)  Items  received  for  the  sale  or 
other  disposition  of  securities  owned  by 
the  bank.  (See  §  327.139  Assessment 
Decision  No.  39,  Checks  and  Drafts  Re¬ 
ceived  for  the  Sale  or  Other  Disposition 
of  the  Bank’s  Own  Assets.) 

(2)  Items  received  for  the  sale  of 
notes  or  mortgages  owned  by  the  bank. 
(Note  the  distinction  between  an  item 
received  for  the  sale  of  a  note  or  mort¬ 
gage  owned  by  the  bank  which  is  ineligi¬ 
ble  for  deduction  and  an  item  received 
as  a  payment  on  a  note  or  mortgage,  not 
arising  from  the  sale  of  its  own  property, 
which  is  an  eligible  deduction.)  (See 
§  327.139  Assessment  Decision  No.  39, 
Checks  and  Drafts  Received  for  the  Sale 
or  Other  Disposition  of  the  Bank’s  Own 
Assets.) 

(3)  Instruments  received  in  pasmient 
for  cash  items  previously  paid  or  cred¬ 
ited  to  deposit  accounts  and  previously 
forwarded  for  collection.  (See  §  327.138 
Assessment  Decision  No.  38,  Checks  or 
Drafts  Received  in  Pa3unent  of  Cash 
Items  Forwarded  for  Collection.) 

(4)  Instruments  received  in  paiment 
of  clearings.  (See  §  327.137  Assessment 
Decision  No.  37,  Checks  or  Drafts  Re¬ 
ceived  in  Paionent  of  Clearings.) 

(5)  Drafts  drawn  by  the  reporting 
bank  to  transfer  its  own  funds.  (See 
§  327.176  Assessment  Decision  No.  76, 
Drafts  for  Transfer  of  Bank’s  Own 
Funds.) 

(6)  Drafts  drawn  and  delivered  or  ex¬ 
changed  for  the  purpose  of  reducing  the 
assessment  base  or  any  instrument 
drawn  by  an  officer,  director,  stock¬ 
holder,  or  affiliate  of  the  reporting  bank 
or  any  person  at  their  suggestion  or  di¬ 
rection  for  the  purpose  of  abnormally 
increasing  deductions.  (See  §  327.202 
Assessment  Decision  No.  102,  Instru¬ 
ments  Drawn  for  the  Purpose  of  Ab¬ 
normally  Increasing  Deposits  or  Deduc¬ 
tions.) 

(f)  For  the  definition  of  cash  items 
for  the  base  days  from  September  21, 
1950,  through  December  31,  1953,  see 
footnote  6. 


•  For  the  period  from  July  1, 1950,  to  March 
30,  1954,  the  definition  of  “paid”  was  in 
§  327.1  (a)  of  the  rules  and  regulations.  For 
that  period,  the  term  “paid”  was  deemed  to 
include  checks  or  bank  drafts  for  which  the 
bank  had  given  cash  or  other  consideration. 
For  that  period  the  only  nondeposit  items 
eligible  for  deduction  were  checks  and  bank 
drafts.  Thus,  Series  E  bonds  cashed  or  any 
coupons  cashed  were  ineligible  for  deduc- 
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§  327.126  Assessment  Decision  No.  26; 
cash  items  charged  against  a  deposit  ac^ 
count  not  deductible  by  forwarding  bank. 

(a)  When  a  “sending”  bank  charges  the 
amount  of  an  outgoing  cash  letter 
against  the  “due  to”  balance  of  the  “re¬ 
ceiving”  bank,  the  “sending”  bank  may 
not  thereafter  claim  deductions  for  such 
cash  items  because  such  charge  results 
in  the  collection  of  such  items.  UF>on 
receiving  such  a  cash  letter  from  the 
“sending”  bank,  the  “receiving”  bank 
may  reduce  its  deposit  liability  in  the 
amount  of  such  cash  items  as  of  the  date 
of  the  charge  to  its  account  by  the  send¬ 
ing  bank. 

(b)  To  illustrate,  assume  Bank  A  on 
March  31  forwarded  a  cash  letter  to 
Bank  B  and  on  the  same  day  charged 
the  account  due  to  Bank  B.  Bank  A 
may  not  claim  a  deduction  for  these 
items  as  being  uncollected.  Assume 
Bank  B  receives  the  letter  on  April  1. 
Bank  B  in  tabulating  its  assessment  base 
for  March  31  may  subtract  the  actual 
amount  of  the  items  in  said  letter  which 
are  drawn  on  deposit  accounts  in  Bank 
B.  It  may  not  claim  any  deductions  for 
items  in  the  letter  drawn  on  other  banks 
or  persons. 

§  327.127  Assessment  Decision  No.  27; 
cash  items  deductions;  local,  (a)  Cash 
Items  Held  for  Clearings,  Local  Ex¬ 
changes,  consist  of  items  paid  or  cred¬ 
ited  to  deposit  accounts  by  the  reporting 
bank  which  are  drawn  on  banks,  per¬ 
sons,  or  corporations  in  the  same  city 
or  local  clearing  area  where  the  report¬ 
ing  bank  is  located  which  are  held  for 
clearings  at  the  close  of  the  books  on  the 
assessment  base  day.  (See  §  327.123  As¬ 
sessment  Decision  No.  23,  for  the  defini¬ 
tion  of  a  cash  item  eligible  for  deduc¬ 
tion.) 

(b)  A  cash  item  is  considered  to  be 
held  for  clearings  at  the  close  of  the 
books  on  the  base  day  if  it  has  been  re¬ 
ceived  in  such  manner  and  within  such 
time  as  is  considered  normal  in  accord¬ 
ance  with  the  usual  practices  of  the  re¬ 
porting  bank,  and  is  held  for  clearance 
or  presentment  at  the  time  of  the  closing 
in  conformity  with  the  normal  practice 
of  the  reporting  bank.  The  payer  or 
drawee  of  the  instrument  held  for  clear¬ 
ings  must  be  a  bank  or  person  other  than 
the  reporting  bank  located  in  the  same 
city  or  local  clearing  area  or  be  a  mem¬ 
ber  of  or  afiUiated  with  the  same  clearing 
house  as  the  reporting  bank  or  must  reg¬ 
ularly  clear  through  the  same  clearing 
house  or  a  member  or  an  aflBliate  thereof. 

(c)  Thus,  the  items  must  be  received 
on  the  base  day  after  the  normal  time 
for  effecting  clearings  on  the  base  day. 
For  instance,  if  the  regular  clearings  are 
at  10:00  a.  m.,  all  items  received  prior  to 
that  hour,  which  it  is  physically  possible 
to  include  in  said  clearings,  must  be  in¬ 
cluded  in  said  clearings,  and  only  those 
received  which  cannot  be  cleared  at  the 
regular  clearings  on  the  base  day  may  be 


tlon  prior  to  March  30,  1954,  but  are  eligible 
for  deduction  thereafter.  Prom  July  1,  1950, 
to  March  30,  1954,  the  reporting  bank  could 
Include  in  cash  items  eligible  for  deduction 
the  checks  and  drafts  drawn  on  other  bstnks 
received  in  the  sale  of  any  of  its  assets.  Such 
items  are  ineligible  for  deduction  after  March 
30,  1954. 


held  for  clearings  at  the  close  of  busi¬ 
ness.  “Held  for  Clearings”  also  includes 
warrants,  “payable  through”  items, 
sight  drafts,  and  other  similar  instru¬ 
ments  held  for  presentment  and  collec¬ 
tion  on  the  following  day. 

(d)  The  bank  may  use  either  the 
alternate  (aa)  or  the  (bb)  method  of 
claiming  deductions  for  cash  items  pro¬ 
vided  the  same  method  is  used  for  both 
base  days  in  a  semiannual  assessment 
period  and  provided  the  same  method  is 
used  for  both  local  and  outside  ex¬ 
changes.  The  items  eligible  for  deduc¬ 
tion  are  exactly  the  same  under  either 
method  but  under  the  (aa)  method,  they 
may  be  multiplied  by  two  whereas  under 
the  (bb)  method  only  the  actual  amount 
may  be  deducted.  (See  §  327.124  Assess¬ 
ment  Decision  No.  24,  Cash  Items,  Meth¬ 
ods  of  Claiming  Deductions.)  See  foot¬ 
note  7. 

§  327.128  Assessment  Decision  No.  28; 
cash  items  deductions;  outside,  (a) 
Cash  items  forwarded  for  collection — 
outside  exchanges,  consist  of  cash  items 
paid  or  credited  to  deposit  accounts  by 
the  reporting  bank  which  are  drawn  on 
banks,  persons,  or  corporations  in  cities 
other  than  where  the  reporting  bank  is 
located.  (See  §  327.123  Assessment  De¬ 
cision  No.  23,  for  the  definition  of  a  cash 
item  eligible  for  deduction.) 

(b)  The  bank  may  use  either  the  al¬ 
ternate  (aa)  or  (bb)  method  of  claiming 
deductions  for  outside  cash  items,  but 
whichever  method  is  selected  must  be 
used  for  both  base  days  in  a  semiannual 
period  and  must  be  used  for  computing 
both  local  and  outside  exchanges. 

(c)  If  the  alternate  (aa)  method  of 
computing  outside  cash  items  is  used, 
a  bank  may  deduct  twice  the  amount  of 
the  total  of  the  cash  items  forwarded 
for  collection  on  the  base  day  which  were 
received  and  reflected  on  the  books  as 
part  of  the  business  of  the  base  day,  all 
in  accordance  with  the  normal  procedure 
of  the  bank.  This  includes  those  items 
received  after  the  close  of  the  books  on 
the  preceding  business  day  to  the  time 
of  the  closing  of  the  books  on  the  base 
day,  but  there  can  be  no  variation  in 
this  time  of  the  closing  of  the  books 
from  normal  procedure  for  assessment 
purposes.  When  the  base  day  is  pre¬ 
ceded  by  a  nonbusiness  day,  or  a  holiday, 
any  cash  items  received  after  the  close 
of  the  books  on  the  preceding  business 
day  which  are  forwarded  for  collection 
on  the  base  day,  or  on  the  nonbusiness 
day  or  days  preceding  the  base  day,  may 
be  included  in  the  deduction  provided 
they  remain  uncollected  at  the  close  of 
business  on  the  base  day. 

(d)  “Forwarded  for  collection”  is  de- 
flned  as  including  those  cash  items  re¬ 
ceived  on  the  assessment  base  day, 
which  either  have  actually  been  for- 


» After  July  1,  1950,  and  prior  to  March  30, 
1954,  there  could  be  Included  in  local  cash 
Items  eligible  for  deduction,  instruments, 
checks,  or  drafts  drawn  on  a  branch  office  or 
main  office  of  the  reporting  bank  other  than 
the  office  where  the  item  was  received. 
Effective  March  30,  1954,  under  the  amended 
rules  and  regulations,  such  interbranch 
items  are  no  longer  eligible  for  deduction  as 
cash  items.  (See  S  327.117  Assessment  De¬ 
cision  No.  17,  Branch  Items.) 


warded  for  collection  on  the  base  day,  or 
are  in  the  process  of  forwarding  in  ac¬ 
cordance  with  the  normal  procedure  of 
the  bank.  To  illustrate,  assume  the  clos¬ 
ing  of  the  books  occurs  at  4:00  p.  m. 
Any  cash  item  received  on  the  base  day 
prior  to  4:00  p.  m.  which  is  reflected  on 
the  books  on  said  day,  may  be  claimed 
as  a  deduction  even  though  the  actual 
forwarding  cannot  be  completed  on  that 
day. 

(e)  No  deductions  may  be  claimed  for 
any  holdovers  from  the  preceding  busi¬ 
ness  day.  Thus,  continuing  the  illus¬ 
tration  of  the  closing  of  the  books  at 
4:00  p.  m.,  any  cash  item  received  by  the 
reporting  bank  prior  to  4:00  p.  m.  on  the 
preceding  business  day,  but  where  the 
forwarding  process  is  not  completed  on 
the  preceding  business  day,  may  not  be 
included  in  the  deductions  for  cash  items 
on  the  base  day. 

(f)  If  the  alternate  (bb)  method  is 
used,  exactly  the  same  cash  items  as 
related  above  under  the  alternate  (aa) 
method  may  be  deducted,  but  they  may 
not  be  multiplied  by  two  or  any  other 
figure,  but  may  be  deducted  only  in  their 
actual  amounts.  In  addition,  the  bank 
may  deduct  the  actual  amounts  of  the 
cash  items  paid  or  credited  on  preceding 
days  which  are  in  the  process  of  collec¬ 
tion,  and  which  remain  imcollected  at 
the  close  of  the  books  on  the  assessment 
base  day. 

(g)  If  the  alternate  (bb)  method  is 
used,  no  cash  item  may  be  considered 
uncollected  for  any  period  in  excess  of 
that  prescribed  in  the  Federal  Reserve 
Time  Schedule  plus  the  time  of  trans¬ 
mittal  for  sending  the  items  in  due 
course  to  the  Federal  Reserve  bank  of 
the  Federal  Reserve  district  or  branch 
thereof  in  which  the  reporting  bank  is 
located.  This  time  of  transmittal  is 
usually  one  day,  but  if  the  bank  is  lo¬ 
cated  in  an  area  where  mail  is  slow,  this 
time  may  be  two  or  even  more  days. 
The  Federal  Reserve  Time  Schedule  is 
shown  in  the  bulletins  sent  out  by  each 
Federal  Reserve  bank.  Any  cash  item 
not  included  in  the  Federal  Reserve  Time 
Schedule  may  be  considered  imcollected 
for  the  actual  time  required  to  effect 
collection.  (See  §  327.111  Assessment 
Decision  No.  11,  Availability  Schedule, 
Cash  Items.) 

(h)  In  using  the  alternate  (bb) 
method,  it  should  be  noted  that  the  bank 
may  deduct  only  the  portion  of  the 
eligible  cash  items  forwarded  for  col¬ 
lection  on  days  preceding  the  base  day 
which  remains  uncollected  at  the  close 
of  the  books  on  the  base  day. 

(i)  To  illustrate,  assume  the  reporting 
bank  forwarded  cash  items  totaling 
$100,000  to  its  correspondent  bank  on 
the  day  preceding  the  base  day.  Assume 
further,  $10,000  of  the  items  were  drawn 
on  the  correspondent  bank,  $15,000  on 
other  banks  in  the  city  where  the  cor¬ 
respondent  bank  is  located,  $50,000  were 
drawn  on  other  cities  which  were  one 
day  items  under  the  Federal  Reserve 
Time  Schedule,  and  the  remainder  of 
$25,000  were  drawn  on  other  cities  which 
were  two  day  items  under  the  Federal 
Reserve  Time  Schedule.  The  $10,000 
drawn  on  the  correspondent  bank  would 
be  collected  before  the  close  of  business 
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on  the  base  day  and  would  be  ineligible 
for  deduction  as  uncollected  items. 
Assuming  that  the  correspondent  bank 
received  the  letter  early  on  the  morning 
of  the  base  day  in  time  for  local  clear¬ 
ings,  the  $15,000  drawn  on  other  local 
banks  would  also  be  considered  collected 
since  clearings  would  be  effected  by  the 
correspondent  on  the  base  day.  The 
remainder  of  the  letter,  or  $75,000,  would 
be  eligible  for  deduction.  If  the  same 
letter  had  been  mailed  out  two  days  be¬ 
fore  the  base  day,  the  $50,000  included 
in  the  one  day  Federal  Reserve  Time 
Schedule  would  also  be  collected,  so  that 
only  $25,000,  or  the  two  day  items,  would 
be  eligible  for  deduction. 

(j)  It  should  be  noted  from  the  fore¬ 
going  example  that  the  actual  time 
required  for  collection  or  the  Federal  Re¬ 
serve  Time  Schedule,  whichever  is  the 
lesser,  is  the  maximum  time  for  which 
an  item  may  be  considered  uncollected. 
Therefore,  the  items  drawn  on  the  corre¬ 
spondent  bank  and  other  banks  in  the 
city  where  the  correspondent  is  located 
were  collected  on  the  day  after  mailing 
by  the  forwarding  bank  and  could  not 
be  considered  as  uncollected  for  any 
longer  time.  (See  footnote  8.) 

§  327.129  Assessment  Decision  No.  29; 
cash  items  sent  direct  to  a  correspondent 
lor  collection,  (a)  In  some  cases,  cash 
items  are  sent  direct  to  a  correspondent 
of  the  bank  in  which  the  sender  is  to 
receive  credit.  For  instance.  Bank  A 
having  an  account  with  Bank  B  may  send 
the  items  direct  to  Bank  C  for  credit  in 
Bank  B.  In  such  cases  Bank  C  upon 
receipt  of  the  items  will  credit  the  “due 
to”  or  “due  from”  account  of  Bank  B 
and  instruct  Bank  B  to  charge  its  account 
and  credit  Bank  A. 

(b)  Bank  C  may  claim  deductions  for 
any  uncollected  cash  items  in  such  de¬ 
posits  in  the  usual  manner.  Bank  B 
although  it  does  not  actually  receive  the 
items  may,  if  it  credits  the  account  of 
Bank  A  on  the  base  day,  claim  a  deduc¬ 
tion  for  the  items  in  such  sendings  which 
remain  imcollected  at  the  close  of 
business  on  the  base  day.  Thus,  if  it 
uses  the  alternate  (aa)  method  it  would 
consider  as  received  by  it  on  the  base 
day  the  direct  sending  items  received 
from  Bank  A  by  Bank  C  on  the  base  day 


•  After  July  1,  1950,  and  prior  to  March  30, 
1954,  the  base  day  included  only  the  actual 
calendar  base  day  and  only  the  cash  Items 
actually  received  on  said  calendar  base  day 
and  actually  forwarded  for  collection  on  that 
day  were  eligible  for  deduction.  Thus, 
during  that  period  no  deduction  could  be 
claimed  for  any  cash  item  received  and  for¬ 
warded  for  collection  prior  to  the  base  day 
such  as  those  received  and  forwarded  on 
Saturday  when  the  bank  is  not  open  lor 
business  and  when  the  base  day  was  Mon¬ 
day.  During  that  period  no  deduction  could 
be  claimed  for  cash  items  received  prior  to 
the  base  day  which  were  forwarded  for  col¬ 
lection  on  the  base  day  such  as  those  received 
on  Tuesday  and  held  over  and  forwarded  on 
the  Wednesday  base  day  (similarly  under 
the  rules  and  regulations,  effective  March 
30,  1954,  no  deductions  may  be  claimed  for 
such  items).  During  that  period  no  deduc¬ 
tions  could  be  claimed  for  cash  items  re¬ 
ceived  on  the  assessment  base  day  which 
were  not  physically  forwarded  for  collection 
on  said  day,  1.  e.,  had  not  left  the  custody 
of  the  reporting  bank  on  the  base  day. 


for  its  account.  However,  Bank  B  may 
not  claim  a  deduction  for  any  item  which 
would  have  been  collected  at  the  close  of 
business  on  the  base  day  if  it  had  received 
the  items  direct.  To  illustrate,  if  Bank 
A  has  an  item  drawn  on  Bank  B  which 
it  forwards  to  Bank  C  in  such  direct 
sendings.  Bank  B  may  not  claim  a  de¬ 
duction  therefor  because  the  check 
would  have  been  collected  if  sent  by 
Bank  A  to  Bank  B. 

§  327.130  Assessment  Decision  No.  30; 
cash  items  deductions;  change  in  alter¬ 
nate  method,  (a)  A  bank  may  use  either 
the  alternate  (aa)  or  the  (bb)  method 
of  claiming  deductions  for  cash  items 
provided  it  uses  the  same  method  for 
both  local  and  outside  exchanges  for 
both  base  days  on  any  one  semiannual 
Certified  Statement.  It  may  make  this 
selection  for  each  semiannual  period 
and  thus  may  use  the  (aa)  method  for 
one  period,  the  (bb)  method  for  the  next, 
and  again  change  back  to  the  (aa) 
method  on  the  following  Certified  State¬ 
ment. 

(b)  After  the  selection  of  the  alter¬ 
nate  method  of  claiming  deductions  for 
cash  items  is  made  and  a  Certified 
Statement  has  been  filed,  the  bank  may 
within  two  years  from  the  date  on  which 
such  Certified  Statement  was  required 
to  be  filed,  file  an  amendment  of  such 
Certified  Statement  for  the  purpose  of 
changing  to  the  other  alternate  method 
provided  it  has  the  records  necessary  to 
support  the  deductions  under  the  other 
alternate  method. 

§  327.131  Assessment  Decision  No.  31; 
cash  items  processed  by  special  handling. 
(a)  No  two  reporting  banks  may  deduct 
the  same  cash  items  under  the  alternate 
(aa)  method  for  computing  deductible 
cash  items  unless  one  of  the  banks  nor¬ 
mally,  and  in  the  regular  course  of  busi¬ 
ness,  is  a  collecting  and  check  clearing 
agent  for  the  other  bank.  Cash  items 
reaching  another  bank  or  banks  by  spe¬ 
cial  handling  on  the  base  day,  other 
than  in  the  normal  and  regular  practice, 
may  not  be  deducted  imder  the  (aa) 
method  by  such  other  bank  or  bonks  but 
such  other  bank  or  banks  may  claim  a 
deduction  therefor  in  the  actual  amount 
if  included  in  the  reported  deposit 
liabilities. 

(b)  This  does  not  refer  to  the  normal 
and  day  by  day  procedure  where  cash 
items  are  forwarded  by  one  bank  to 
another  and  reach  the  second  bank  on 
the  same  day.  However,  any  items  re¬ 
ceived  on  the  base  day  which  are  for¬ 
warded  to  another  bank  by  means  of 
special  handling  not  normally  used  on 
other  days  to  make  possible  the  claiming 
of  duplicate  deductions  may  not  be 
multiplied  by  two  by  the  bank  to  which 
forwarded  by  this  special  process,  but 
if  included  in  deposits  may  be  deducted 
by  such  bank  only  in  its  actual  amount. 

§  327.132  Assessment  Decision  No.  32; 
cash  letters  received,  (a)  Section  7  (a) 
(2)  (i)  of  the  Federal  Deposit  Insmance 
Act  permits  the  reporting  bank  to  ex¬ 
clude  from  its  assessment  base  the 
amount  of  advices  or  authorizations  is¬ 
sued  by  it  for  cash  letters  received  direct¬ 
ing  that  its  account  in  the  sending  bank 
be  charged  with  the  amount  thereof. 


(b)  This  refers  to  cash  letters  received 
by  the  reporting  bank  on  the  base  day. 
The  items  in  the  cash  letter  which  are 
drawn  on  deposit  accounts  in  the  receiv¬ 
ing  bank  will  be  charged  against  the 
respective  depositor’s  accounts  thereby 
reducing  the  deposit  liability.  If  the 
bank  issues  a  draft  in  payment  of  the 
letter,  this  draft  is  exempt  from  assess¬ 
ment  under  section  7  (a)  (2)  (i)  of  the 
Federal  Deposit  Insurance  Act.  The 
amount  of  an  advice  issued  by  the  re¬ 
ceiving  bank  directing  that  its  account 
in  the  sending  bank  be  charged  may  also 
be  excluded  from  deposit  liabilities.  If  a 
deferred  credit  account  represents  the 
amount  of  the  liability  of  the  bank  for 
cash  letters  received  it  likewise  need  not 
be  included  in  the  assessment  base  to 
the  extent  that  advices  or  drafts  have 
been  issued  for  the  cash  letters.  This 
means  that  they  need  not  be  included 
in  deposits;  it  does  not  mean  they  may 
be  deducted  from  other  deposits.  If  the 
drafts,  advices,  or  deferred  credit  ac¬ 
count  are  represented  in  the  total  of  de¬ 
posits  on  the  Certified  Statement,  which 
is  often  the  case  with  respect  to  the  de¬ 
ferred  credit  account,  IJie  bank  may 
claim  a  deduction  therefor  on  the  Certi¬ 
fied  Statement.  (See  §§  327.106  and 
327.156,  Assessment  Decisions  No.  6,  Ad¬ 
vices  or  Authorizations  Issued  for  Cash 
Letters  Received  and  No.  56,  Deferred 
Credit  Account.) 

(c)  If  the  bank  delays  for  one  or  more 
days  the  issuance  of  the  draft  or  advice 
in  payment  of  a  cash  letter  received,  its 
liability  for  the  cash  letters  received 
must  be  included  in  the  assessment  base 
pending  the  issuance  of  such  draft  or 
advice.  (See  §  327.238  Assessment  Deci¬ 
sion  No.  138,  Remittance  Account.) 

§  327.133  Assessment  Decision  No. 
33;  cashiers’  and  other  officers’  checks. 
(a)  Cashiers’  and  other  ofiBcers’  checks 
must  be  included  in  the  deposit  liabili¬ 
ties  until  paid  when  issued  under  any  of 
the  following  circumstances: 

(1)  For  money  or  its  equivalent  re¬ 
ceived  by  the  issuing  bank, 

(2)  For  a  charge  against  a  deposit 
account  in  the  issuing  bank, 

(3)  In  settlement  of  checks,  drafts,  or 
other  instruments  forwarded  to  the 
Issuing  bank  for  collection, 

(4)  When  issued  in  exchange  for 
promissory  notes  upon  which  the  person 
procuring  the  check  is  primarily  or  sec¬ 
ondarily  liable. 

(b)  Cashiers’  checks  issued  for  the 
bank’s  own  purposes  need  not  be  in¬ 
cluded  in  the  assessment  base.  Any 
checks  issued  for  the  bank’s  own  uses 
will  almost  invariably  fall  within  the 
following  classifications: 

(1)  For  the  pajrment  of  expense  items 
of  the  bank, 

(2)  For  the  purchase  of  securities  for 
the  bank’s  own  portfolio. 

(c)  Treasurers’  checks,  tellers’  checks, 
officers’  checks,  or  any  other  designa¬ 
tion  given  checks  issued  by  the  bank  on 
itself,  come  within  the  same  assessment 
requirements  as  "cashiers’  checks”. 

§  327.134  Assessment  Decision  No. 
34;  cashiers’  or  other  officers’  checks 
payable  through  another  bank.  The 
fact  that  a  c^hier’s  or  other  officer’s 
check  may  be  issued  with  a  designation 
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that  it  is  payable  or  collectible  through 
another  bank  does  not  change  its  char¬ 
acter  as  an  officer’s  check,  and  such 
check  must  be  included  in  deposits  for 
assessment  purposes,  when  issued  imder 
any  of  the  circumstances  stated  in 
§  327.133  Assessment  Decision  No.  33. 
Such  a  designation  merely  facilitates  its 
negotiation  and  does  not  transform  it 
into  a  draft. 

9  327.135  Assessment  Decision  No, 
35;  certified  checks  and  drafts,  (a) 
Checks  drawn  against  a  deposit  account 
and  certified  by  the  drawee  bank  (the 
bank  on  which  drawn)  must  be  included 
in  the  assessment  base  of  the  drawee 
bank  if  outstanding  at  the  close  of  busi¬ 
ness  on  a  base  day. 

(b)  Bank  drafts  drawn  against  a  de- 
X)Osit  accoimt  and  certified  by  the  drawee 
bank  must  likewise  be  included  in  the 
assessment  base  of  the  drawee  bank  if 
outstanding  at  the  close  of  business  on 
a  base  day. 

9  327.136  Assessment  Decision  No. 
36;  Certified  Statements  to  be  filed,  (a) 
A  newly  insured  bank  must  file  a  First 
Certified  Statement  (Form  645)  based 
upon  deposits  for  the  last  day  of  the 
semiannual  period  in  which  it  became 
an  insured  operating  member.  The 
assessment  to  be  paid  is  for  the  follow¬ 
ing  six  months*  period. 

(b)  Each  insured  bank  must  file  a 
Certified  Statement  semiannually  on  or 
before  January  15  and  July  15  of  each 
year.  The  Certified  Statement  to  be  filed 
on  or  before  January  15  is  based  upon 
deposits  as  of  the  preceding  two  base 
days  September  30  and  December  31. 
The  Certified  Statement  required  to  be 
filed  on  or  before  July  15,  is  based  upon 
deposits  for  the  two  preceding  base  days 
March  31  and  Jime  30.  The  assessment 
to  be  paid  is  for  the  following  six  months’ 
period.  Thus,  on  the  Certified  Statement 
to  be  filed  on  or  before  January  15  the 
assessment  is  for  the  full  six  months  end¬ 
ing  the  following  June  30.  On  the  re¬ 
port  to  be  filed  on  or  before  July  15  the 
assessment  is  for  the  full  six  months* 
period  ending  December  31. 

(c)  A  remittance  must  be  forwarded 
with  the  Certified  Statement  for  the  as¬ 
sessment  due.  Assessment  credits  are 
allowed  annually  based  upon  the  assess¬ 
ment  net  income  for  the  preceding  calen¬ 
dar  year.  Each  insured  bank  is  informed 
of  the  amount  of  such  credit  prior  to 
July  1  of  each  year.  The  assessment 
credit  may  be  applied  upon  the  assess¬ 
ment  due  July  15  and  a  remittance 
should  be  forwarded  for  any  balance  due 
the  Corporation.  If  the  credit  is  suf¬ 
ficient  to  pay  all  of  the  assessment  and 
an  unused  balance  remains,  such  bal¬ 
ance  may  be  applied  upon  the  assessment 
due  on  the  next  Certified  Statement. 

(d)  A  Pinal  Certified  Statement  (Form 
845)  must  be  executed  by  each  insured 
bank  whose  deposit  liabilities  are  as- 
siuned  by  another  operating  insured 
bank.  Special  instructions  may  be  ob¬ 
tained  from  the  Fiscal  Agent  of  the 
Corporation. 

(e)  Penalties  for  failure  to  file  Certi¬ 
fied  Statements  and  pay  assessments  are 
provided  in  section  18  (b)  and  section 
18  (h)  of  the  Federal  Deposit  Insurance 
Act.  (See  9  327.182  Assessment  Decision 


No.  82.  Extension  of  *rime  for  Filing 
Certified  Statements.) 

9  327.137  Assessment  Decision  No. 
37;  checks  or  drafts  received  in  “payment 
of  clearings,  (a)  Checks  or  drafts  re¬ 
ceived  in  payment  of  the  reporting 
bank’s  debit  balances  in  clearings  are 
ineligible  for  deduction  as  cash  items  or 
otherwise. 

(b)  To  illustrate,  assume  that  on  the 
base  day,  March  31,  the  reporting  bank 
has  items  totaling  $100,000  drawn  on 
other  local  banks  which  items  are  ex¬ 
changed  with  said  banks  directly  or  at 
a  clearing  house.  Assume  further  that 
at  the  clearings,  the  bank  received 
$75,000  of  items  drawn  on  itself,  and 
receives  a  check  or  draft  for  the  $25,000 
difference  due  it.  This  $25,000  check  or 
draft  may  not  be  claimed  as  a  deduction 
as  a  cash  item  or  otherwise. 

9  327.138  Assessment  Decision  No. 
38;  checks  or  drafts  received  in  payment 
of  cash  items  forwarded  for  collection. 
(a)  Checks  or  drafts  received  for  cash 
items  previously  forwarded  for  collection 
are  ineligible  for  deduction  as  cash  items 
or  otherwise. 

(b)  To  illustrate,  assume  that  on 
March  29  the  reporting  bank  receives 
certain  cash  items  which  it  pays  or  cred¬ 
its  to  deposit  accounts  and  that  it  for¬ 
wards  said  items  to  Bank  A  for  collection. 
Assume  that  on  the  base  day  March  31 
the  reporting  bank  receives  a  draft  from 
Bank  A  drawn  on  Bank  B  in  payment  of 
said  items.  This  draft  may  not  be 
claimed  as  a  deduction.  These  cash 
items  were  paid  or  credited  prior  to  the 
base  day  and  having  been  paid  or  cred¬ 
ited  once,  the  bank  cannot  again  pay  or 
credit  said  items  to  deposit  accounts. 
Therefore,  since  one  of  the  requirements 
of  a  cash  item  is  that  it  must  be  paid 
or  credited  to  a  deposit  account  by  the 
reporting  bank,  it  follows  that  the  items 
received  on  March  29  are  not  eligible  for 
deduction  on  the  March  31  base  day  and 
the  check  or  draft  received  in  substitu¬ 
tion  therefor  is  likewise  ineligible  for  de¬ 
duction. 

(c)  A  different  situation  exists  in 
those  relatively  few  instances  where  a 
bank  accepts  an  item  on  a  collection 
basis  only.  Thus,  if  it  receives  an  item 
on  March  29  which  it  does  not  pay  or 
credit  to  a  deposit  account  until  receipt 
of  the  proceeds,  the  check  or  draft  re¬ 
ceived  for  such  an  item  which  is  there¬ 
upon  paid  to  the  depositor  or  credited 
to  his  account,  may  be  included  in  de¬ 
ductions  for  cash  items.  (See  §  327.143 
Assessment  Decision  No.  43,  Collection 
Items  Left  With  The  Bank.) 

§  327.139  Assessment  Decision  No. 
39;  checks  and  drafts  received  for  the 
sale  or  other  disposition  of  the  bank’s 
own  assets,  (a)  Checks,  drafts,  or  in¬ 
struments  drawn  on  persons  or  banks 
other  than  the  reporting  bank,  received 
by  the  reporting  bank  in  payment  for 
the  sale  or  other  disposition  of  any  of 
its  assets  are  ineligible  for  deduction  by 
the  reporting  bank  as  cash  items  or 
otherwise,  (See  footnote  9.) 


•  For  the  period  from  July  1,  1950,  tiurough 
the  December  31,  1953,  base  day  such  items 
were  eligible  for  deduction  as  cash  items. 


(b)  To  illustrate,  a  check  or  draft  re¬ 
ceived  by  the  reporting  bank  in  the  sale 
of  bonds,  mortgages,  or  any  of  its  other 
assets  including  a  check  or  draft  received 
for  bonds  owned  by  it  which  have  been 
called  for  payment,  is  not  a  cash  item 
and  is  not  eligible  for  deduction. 

(c)  Although  no  deduction  may  be 
claimed  for  instruments  received  for  the 
sale  or  other  disposition  of  an  asset  of 
the  bank,  it  is  permissible  to  claim  a  de¬ 
duction  for  instruments  drawn  on  other 
banks  which  are  received  as  a  pasment 
on  indebtedness  to  the  bank.  Thus,  a 
check  drawn  on  another  bank  received 
by  the  reporting  bank  to  be  applied  on 
a  promissory  note  to  the  reporting  bank 
is  eligible  for  deduction. 

9  327.140  Assessment  Decision  No.  40; 
Christmas  Club  accounts,  (a)  Balances 
in  Christmas  Club,  Vacation  Club,  and 
similar  accounts  must  be  included  in 
deposit  liabilities.  Outstanding,  impaid 
checks  issued  and  charged  against  such 
accounts  must  likewise  be  included  in 
the  assessment  base. 

(b)  Various  systems  are  sometimes 
used  in  connection  with  the  operation 
of  these  club  accounts.  For  instance,  a 
customer  may  be  given  a  check  to  which 
he  may  attach  club  stamps  sold  by  the 
bank,  and  when  all  the  spaces  are  filled 
the  check  will  be  honored.  Such  checks 
are  deposits  within  the  meaning  of  the 
Federal  Deposit  Insurance  Act,  so  it  is 
necessary  for  the  bank  to  include  in  its 
deposit  liability  the  amounts  of  all  such 
stamps  sold  until  they  are  redeemed. 

§  327,141  Assessment  Decision  No.  41; 
clearing  house  checks,  (a)  Outstanding 
cashiers’  and  other  officers’  checks  is¬ 
sued  in  settlement  of  clearing  house  bal¬ 
ances  must  be  included  by  the  issuing 
bank  in  its  assessment  base.  If  an  offi¬ 
cer’s  check  is  issued  in  payment  of  a  cash 
letter  received  it  must  likewise  be  in¬ 
cluded  in  the  assessment  base  if  out¬ 
standing  at  the  close  of  the  base  day. 

(b)  Although  drafts  and  the  amount 
of  advices  issued  for  cash  letters  received 
are  exempt  from  assessment,  the  exemp¬ 
tion  does  not  apply  to  officers*  checks. 

§  327.142  Assessment  Decision  No.  42; 
collections  made  for  customers,  (a)  Col¬ 
lections  are  often  made  by  banks  on  be¬ 
half  of  gas  companies,  insurance  com¬ 
panies,  electric  companies,  and  similar 
companies  and  also  for  individuals. 
Such  collections  represent  funds  held  in 
a  fiduciary  capacity  and  must  be  in¬ 
cluded  in  deposits  for  the  assessment 
base.  The  remittances  made  to  the  cus¬ 
tomer  representing  such  collections,  if  in 
the  form  of  a  cashiers’  or  other  officers’ 
checks,  must  be  included  in  the  assess¬ 
ment  base,  if  outstanding  on  the  base 
days. 

(b)  'The  checks  and  drafts  drawn  on 
other  banks  received  by  the  reporting 
bank  in  making  these  collections  on  be¬ 
half  of  gas  companies  etc.,  are  eligible 
for  deduction  as  cash  items. 

§  327.143  Assessment  Decision  No.  43; 
collection  items  left  with  the  bank,  (a) 
Items  are  sometimes  left  with  the  bank 
on  a  collection  basis,  that  is,  the  bank 
receives  them  for  collection  and  does  not 
credit  them  to  a  deposit  account  until 
it  receives  the  proceeds.  Such  collection 
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items  need  not  be  included  in  deposits 
for  assessment  purposes  and  they  are 
ineligible  for  deduction  as  cash  items  in 
the  process  of  collection. 

(b)  When  the  proceeds  from  such  col¬ 
lections  are  received  in  the  form  of 
checks  or  drafts  drawn  on  other  banks 
and  the  customer  is  either  paid  or  given 
credit  therefor,  the  checks  or  drafts  so 
received  are  cash  items. 

§  327.144  Assessment  Decision  No.  44; 
commercial  paper  purchased.  A  cash¬ 
ier’s  or  other  officer’s  check  issued  for 
the  purchase  of  commercial  paper  on 
which  the  payee  of  the  check  is  not  pri¬ 
marily  or  secondarily  liable  need  not  be 
included  as  deposit  liabilities  in  deter¬ 
mining  the  assessment  base.  It  is  con¬ 
sidered  that  such  a  check  is  issued  for 
the  bank’s  own  account  rather  than  be¬ 
ing  issued  for  money  or  its  equivalent. 

If  the  procurer  of  the  check  is  primarily 
or  secondarily  liable  on  the  commercial 
paper,  then  the  instrument  must  be  in¬ 
cluded  in  the  deposit  liabilities  until 
paid. 

§  327.145  Assessment  Decision  No.  45; 
commitments  for  loans,  (a)  Commit¬ 
ments  for  loans  are  sometimes  recorded 
on  the  books  of  the  bank  among  its  de¬ 
posit  liabilities.  Whether  the  recorded 
transaction  is  in  legal  effect  merely  a 
commitment  to  lend  and  nonassessable, 
or  represents  the  proceeds  of  a  loan  and 
assessable,  will  depend  upon  the  terms 
of  the  agreements  under  which  they  are 
held. 

(b)  The  balance  in  such  an  account 
need  not  be  included  in  the  assessment 
base  if  it  represents  merely  a  commit¬ 
ment  to  make  a  loan  and  the  customer  is 
liable  only  for  amounts  as  and  when  they 
are  actually  advanced  from  time  to  time; 
on  the  other  hand,  the  balance  in  such 
account  must  be  included  in  the  assess¬ 
ment  base  if  the  borrower  is  liable  for 
the  full  amount  of  the  commitment,  be¬ 
cause  such  commitment  then  represents 
borrowed  money  which  is  maintained  for 
the  customer  in  the  account  pending 
disbursement. 

(c)  A  criterion  to  determine  whether 
the  account  represents  a  commitment  to 
lend  or  the  proceeds  of  a  loan  is  whether 
interest  is  paid  by  the  borrower  on  only 
such  amounts  thereof  as  are  actually 
advanced  to  him  from  time  to  time,  or 
on  the  entire  balance  of  the  commit¬ 
ment.  If  the  former,  then  only  the  ad¬ 
vances  constitute  assessable  deposits;  if 
the  latter,  then  the  entire  account  con¬ 
stitutes  an  assessable  deposit. 

Note:  See  §  327.148  Assessment  Decision 
No.  48,  Construction  Loans. 

§  327.146  Assessment  Decision  No.  46; 
computation  of  deductions  for  cash 
items  by  correspondent  banks.  The 
Federal  Deposit  Insurance  Act,  section  7 
(a) ,  requires  that  each  insured  bank,  as  a 
condition  to  the  right  to  make  any  de¬ 
duction  in  determining  its  assessment 
base,  shall  maintain  such  records  as  will 
readily  permit  verification  of  the  cor¬ 
rectness  thereof.  Accordingly,  the  re¬ 
porting  bank  must  maintain  its  own 
records  of  uncollected  cash  items  to  sup¬ 
port  its  deductions.  The  figures  fur¬ 
nished  by  correspondents  may  not  be 
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used  as  a  substitute  therefor,  but  such 
figures  may  be  used  in  support  thereof. 

§  327.147  Assessment  Decision  No.  47; 
conditioned  sales  contracts;  deposits  and 
payments,  (a)  Deposits  made  on  condi¬ 
tional  sales  contracts  in  connection  with 
the  sale  of  property  owned  by  the  bank 
must  be  included  in  the  deposit  liabilities 
if  such  funds  are  held  in  a  fiduciary 
capacity  pending  performance  of  any 
unfulfilled  conditions.  After  such  con¬ 
ditions  have  been  met,  only  the  bank  has 
an  interest  in  the  funds  and  such  funds 
need  not,  thereafter,  be  included  in  de¬ 
posit  liabilities. 

(b)  The  general  rule  is  that  if  funds 
are  held  by  the  bank  in  a  fiduciary  ca¬ 
pacity  they  must  be  included  in  deposits 
for  the  assessment  base,  but  if  no  per¬ 
son  other  than  the  bank  has  any  interest 
therein,  they  need  not  be  included  in  the 
base. 

§  327.148  Assessment  Decision  No.  48; 
construction  loans,  (a)  In  granting 
construction  loans,  banks  often  require 
the  borrower  to  sign  a  note  and  mortgage 
for  the  estimated  maximum  amount  of 
the  loan  before  construction  begins  and 
the  proceeds  are  then  credited  to  a  de¬ 
posit  account  variously  titled  “construc¬ 
tion  loans”,  “incomplete  mortgage 
loans”,  or  some  similar  designation.  In 
some  instances  the  borrowers  must  add 
a  certain  proportion  of  their  own  funds 
to  this  account.  As  construction  pro¬ 
gresses  payments  of  the  various  bills  are 
made  from  this  account. 

(b)  The  balance  in  this  account  rep¬ 
resenting  the  borrowers’  own  funds  must 
be  included  in  deposit  liabilities  and  may 
not  be  claimed  as  a  deduction. 

(c)  The  balance  in  this  account  rep¬ 
resenting  the  proceeds  of  a  loan  must  be 
included  in  deposit  liabilities  and  may 
not  be  claimed  as  a  deduction  if  the 
borrower  is  liable  for  the  full  amount 
of  such  balance.  The  payment  of  inter¬ 
est  on  the  full  amount  of  the  loan,  at 
least  from  the  time  the  proceeds  are 
credited  to  the  account,  is  conclusive  evi¬ 
dence  that  the  balance  constitutes  an 
assessable  deposit. 

(d)  The  balance  in  this  account  need 
not  be  included  in  deposit  liabilities  for 
the  assessment  base  if  it  represents 
merely  a  commitment  to  make  a  loan  and 
the  borrower  is  liable  only  for  the 
amounts  actually  advanced  from  time  to 
time  with  interest  thereon  from  the  date 
of  each  advancement. 

Note:  See  §  327.145  Assessment  Decision 
No.  45,  Ck)mmitment8  for  Loans. 

§  327.149  Assessment  Decision  No. 
49;  coupons  and  bonds,  (a)  Coupons 
and  bonds  payable  upon  presentation 
and  which  are  paid  or  credited  to  a  de¬ 
posit  account  subject  to  final  payment 
are  eligible  for  deduction  as  cash  items 
provided  all  other  requirements  of  a  cash 
item  are  met. 

(b)  As  a  matter  of  convenience,  some 
banks  with  large  trust  departments,  for 
instance,  will  clip  the  coupons  prior  to 
their  maturity  date,  credit  the  amoimt  to 
a  control  account,  and  forward  the  items 
to  be  collected  when  they  become  due. 
Such  coupons,  accordingly,  are  not  re¬ 
ceived  and  forwarded  for  collection  on 


the  base  day  and  may  not  be  multiplied 
by  two  in  claiming  a  deduction.  If  the 
bank  has  included  the  amount  of  such 
unmatured  coupons  in  its  deposit  liabili¬ 
ties,  a  deduction  for  the  actual  amoimt 
thereof  may  be  claimed  if  the  coupons 
are  uncollected  at  the  close  of  business 
on  the  base  day. 

(c)  The  foregoing  refers  to  coupons 
and  bonds  paid  by  the  reporting  bank  or 
credited  to  deposit  accounts  by  the  re¬ 
porting  bank.  It  does  not  refer  to  cou¬ 
pons  and  bonds  owned  by  the  bank 
which  are  ineligible  for  deduction  be¬ 
cause  an  item  received  for  the  sale  or 
other  disposition  of  an  asset  of  the  bank 
is  not  a  caSh  item.  (See  §  327.150 
Assessment  Decision  No.  50,  Coupons  or 
Bonds  Owned  by  the  Reporting  Bank.) 

§  327.150  Assessment  Decision  No.  SO; 
coupons  or  bonds  owned  by  the  report¬ 
ing  bank.  (a)  Coupons  and  bonds 
owned  by  the  reporting  bank  are  inelig¬ 
ible  for  deduction  in  any  manner.  Thus, 
coupons  owned  by  the  reporting  bank 
which  are  forwarded  for  collection  on 
the  base  day  or  any  other  time  may  not 
be  included  in  deductions  as  cash  items 
or  in  any  other  manner. 

(b)  Only  cash  items  which  the  bank 
pays  or  credits  to  a  deposit  account  are 
eligible  for  deduction  and  bonds  and 
coupons  owned  by  the  reporting  bank  it¬ 
self,  or  the  remittance  received  in  pay¬ 
ment  therefor,  are  not  paid  by  the  bank 
or  credited  to  deposit  accounts.  Hence, 
such  items  are  ineligible  for  deduction. 

§  327.151  Assessment  Decision  No.  51; 
currency  acquired  for  bank’s  own  use. 
(a)  Officers’  checks  issued  to  another 
bank  for  the  purchase  of  currency  need 
not  be  included  in  deposit  liabilities.  It 
is  considered  that  such  a  check  is  issued 
for  the  bank’s  own  purposes.  It  should 
be  noted,  however,  that  an  officer’s 
check  issued  for  currency  received  over 
the  counter  in  the  usual  course  of  busi¬ 
ness  is  subject  to  assessment,  because 
such  a  check  is  issued  for  money  or  its 
equivalent. 

(b)  The  bank  receiving  a  check  or 
draft  for  currency  furnished  to  another 
bank  may  include  it  in  its  deductions 
for  cash  items  provided  it  is  drawn  on 
another  bank  and  all  requirements  of  a 
cash  item  are  met  as  shown  in  §  327.123 
Assessment  Decision  No.  23,  Cash  Items 
Eligible  for  Deduction  as  Exchanges. 

§  327.152  Assessment  Decision  No.  52; 
Dealers  Reserves,  (a)  Funds  received 
and  held  as  security  in  connection  with 
discounted  paper  commonly  known  as 
“Dealers  Reserves”  may  be  excluded 
from  the  assessment  base  provided  all 
requirements  of  cash  funds  received  and 
held  solely  for  the  purpose  of  securing 
a  liability  to  the  bank  are  met.  (See 
§§327.109  and  327.121,  Assessment  Deci¬ 
sions  No.  9,  Assigned  Accounts  Receiv¬ 
able,  Ck>llections  and  No.  21,  Cash  Funds 
Received  and  Held  as  Security  to  In¬ 
debtedness  to  the  Bank.) 

(b)  These  funds  arise  through  the 
credit  to  the  Dealers  Reserve  Account 
of  a  certain  percentage  of  the  purchase 
price  or  by  the  credit  to  the  account  of  a 
portion  of  the  interest  or  service  charge 
and  similar  arrangements.  The  maxi- 
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mum  amount  which  may  be  excluded 
from  the  assessment  base  is  the  percent- 
age  of  the  impaid  balance  on  the  con¬ 
tracts  as  provided  in  the  agreements  with 
the  respective  dealers  and  any  amount 
in  the  Dealers  Reserve  Account  in  ex¬ 
cess  of  this  percentage  (and  in  excess  of 
delinquencies  if  the  agreement  provides 
for  a  full  reserve  therefor)  must  be  in¬ 
cluded  in  the  assessment  base. 

(c)  Example:  Contracts  in  the  amount 
of  $10,000  are  purchased  by  the  bank 
with  an  agreement  to  hold  back  10  per¬ 
cent  of  the  unpaid  balance  of  the  con¬ 
tracts  as  security  in  a  reserve  account. 
In  addition,  it  provides  for  a  full  100 
percent  reserve  for  contrac*ts  which  have 
been  delinquent  for  a  specified  period  of 
time.  The  bank  remits  $9,000  to  the 
seller  surid  credits  $1,000  to  the  Dealers 
Reserve  Account.  Assume  that  on  the 
assessment  base  day  the  balance  on  the 
contracts  is  reduced  to  $7,000  of  which 
$100  is  delinquent  and  the  Dealers  Re¬ 
serve  Account  has  a  balance  of  $850.  The 
bank  may  exclude  from  the  assessment 
base  $790  of  this  Dealers  Reserve  Ac¬ 
count,  that  is  10  percent  of  the  $6,900 
unpaid  balance  which  is  in  current  con¬ 
dition  and  100  percent  of  the  delinquent 
accounts  of  $100.  It  must  include  the 
remaining  $60  of  the  Dealers  Reserve 
Account  in  the  assessment  base. 

S  327.153  Assessment  Decision  No.  53; 
deductions:  in  general,  (a)  The  assess¬ 
ment  for  deposit  insurance  is  based  upon 
the  bank’s  liability  for  deposits.  Certain 
deposits  are  exempt  from  assessment 
under  specific  provisions  of  the  Federal 
Deposit  Insurance  Act  and  these  exempt 
provisions  are  known  as  “exclusions". 
(See  §  327.157  Assessment  Decision  No. 
57,  Deposit  Exclusions,  In  General.) 

(b)  Certain  deductions  may  be  made 
from  the  total  of  reported  deposits:  Pro¬ 
vided,  however.  That  no  deduction  may 
be  made  unless  the  items  deducted  have 
been  included  in  the  total  of  the  reported 
deposits  with  the  exception  of  cash  items 
paid.  (See  §  327.125  Assessment  Deci¬ 
sion  No.  25,  Cash  Items  Paid  by  the 
Reporting  Bank.) 

(c)  The  eligible  deductions  from  re¬ 
ported  deposits  include  the  following: 

(1)  Cash  items  in  the  process  of  col¬ 
lection.  (See  §  327.123  Assessment  De¬ 
cision  No.  23,  Cash  Items  Eligible  for 
Deduction  as  Exchanges.) 

(2)  Trust  funds  deposited  by  the  re¬ 
porting  fiduciary  bank  in  other  insured 
banks.  (See  §  327.263  Assessment  Deci¬ 
sion  No.  163,  Trust  Funds  Deposited  in 
Other  Banks.) 

(3)  Checks  drawn  against  the  report¬ 
ing  bank  which  it  has  paid  or  credited 
to  deposit  accounts  but  has  not  yet  sub¬ 
tracted  from  the  control  account  for  de¬ 
posits.  (See  §  327.104  Assessment  De¬ 
cision  No.  4,  Accumulated  Checks  of 
Customers.) 

(4)  Checks  issued  in  payment  for  se¬ 
curities  purchased  for  the  bank’s  own 
portfolio.  (See  §§  327.144  and  327.133, 
Assessment  Decisions  No.  44,  Commer¬ 
cial  Paper  Purchased,  and  No.  33,  Cash¬ 
iers’  and  Other  Officers’  Checks.) 

(5)  Expense  checks  or  cashiers’ 
checks  issued  in  payment  of  the  bank’s 
own  expenses.  (See  §  327.133  Assess¬ 


ment  Decision  No.  33,  Cashiers’  and 
Other  Officers’  Checks.) 

(6)  Deposits  representing  the  bank’s 
own  funds.  (See  §  327.162  Assessment 
Decision  No.  62,  Deposits  Representing 
the  Bank’s  Own  Funds.) 

(7)  Checks  issued  in  payment  of  divi¬ 
dends  on  the  bank’s  own  stock.  (See 
§  327.165  Assessment  Decision  No.  65, 
Dividend  Checks  and  Deposits.) 

(8)  An  item  drawn  against  a  deposit 
account  in  the  main  office  or  branch 
office  of  the  reporting  bank  which  is  re¬ 
ceived  by  an  office  of  the  reporting  bank 
other  than  the  office  where  the  deposit 
account  is  carried  and  which  has  been 
paid  or  credited  to  a  deposit  account,  if 
not  subtracted  from  the  control  of  de¬ 
posits  may  be  deducted  therefrom.  (See 
§  327.117  Assessment  Decision  No.  17, 
Branch  Items.) 

(9)  Deposit  accounts  set  up  merely  to 
record  the  amount  of  commitments  for 
loans  where  interest  is  not  payable  on 
such  commitments.  (See  §  327.145  As¬ 
sessment  Decision  No.  45,  Commitments 
for  Loans.) 

(d)  Reciprocal  bank  balances  with 
insured  banks  may  also  be  deducted  to 
the  extent  explained  in  §  327.233  Assess¬ 
ment  Decision  No.  133,  Reciprocal  Bank 
Balances. 

§  327.154  Assessment  Decision  No. 
54;  deductions  are  optional,  (a)  Banks 
are  not  required  to  claim  deductions  for 
items  in  the  process  of  collection  or  for 
any  other  item  eligible  for  deduction 
under  the  Federal  Deposit  Insurance  Act 
and  rules  and  regulations.  However,  if 
deductions  are  not  claimed  the  bank 
cannot  omit  any  assessable  deposits 
from  the  assessment  base  to  compensate 
for  deductions  not  claimed. 

(b)  When  a  bank  has  elected  not  to 
claim  any  deductions  for  cash  items  in 
submitting  a  Certified  Statement  it  may 
within  two  years  from  the  date  on  which 
such  Certified  Statement  was  required 
to  be  filed,  file  an  amendment  of  such 
Certified  Statement  claiming  deductions 
for  cash  items. 

(c)  The  reporting  bank  may  select 
either  of  the  two  alternate  methods  (aa) 
or  (bb)  for  claiming  deductions  for  cash 
items  provided  the  same  method  is  used 
for  both  base  days  in  a  semiannual  as¬ 
sessment  period.  (See  §  327.124  Assess¬ 
ment  Decision  No.  24,  Cash  Items, 
Methods  of  Claiming  Deductions.) 

(d)  After  the  selection  of  the  alter¬ 
nate  method  of  claiming  deductions  for 
cash  items,  the  reporting  bank  may 
within  two  years  from  the  date  on  which 
such  Certified  Statement  was  required 
to  be  filed,  file  an  amendment  of  such 
Certified  Statement  for  the  purpose  of 
changing  to  the  other  alternate  method. 
(See  §  327.130  Assessment  Decision  No. 
30,  Cash  Items  Deductions,  Change  in 
Alternate  Method.) 

§  327.155  Assessment  Decision  No.  55; 
deductions  from  employees*  salaries. 
Amounts  deducted  from  bank  employees’ 
salaries  for  the  purchase  of  War  bonds, 
payment  of  Social  Security  taxes,  and 
similar  items  must  be  included  in  de¬ 
posits  for  the  assessment  bate,  and 
checks  issued  for  the  payment  of  these 
items  must  be  included  in  the  deposits 


until  paid.  (See  §  327.267  Assessment 
Decision  No.  167,  Withholding  Taxes.) 

§  327.156  Assessment  Decision  No.  56; 
deferred  credit  account,  (a)  The  de¬ 
ferred  credit  account  does  not  always 
represent  the  same  transactions  in  all 
banks.  It  is  therefore  necessary  to  de¬ 
termine  the  nature  of  the  items  repre¬ 
sented'  by  the  account  in  order  to  deter¬ 
mine  the  requirements  with  respect  to 
assessments. 

(b)  Usually  the  account  is  carried 
among  the  liabilities  to  record  the  liabil¬ 
ity  for  cash  letters  received  by  the  re¬ 
porting  bank  for  which  payment  has  not 
been  effected.  Upon  receipt  of  the  cash 
letter  the  amount  thereof  is  credited  to 
this  account.  A  draft  is  issued  by  the 
reporting  bank  in  payment  for  the  letter 
or  an  advice  is  issued  directing  that  its 
account  in  the  sending  bank  be  charged 
with  the  amount  thereof,  and  on  the  day 
such  draft  or  advice  is  received  by  the 
forwarding  bank  and  charged  against 
the  account  maintained  by  the  reporting 
bank,  the  reporting  bank  debits  the  de¬ 
ferred  credit  account  and  credits  its  “due 
from’’  account  maintained  with  the  for¬ 
warding  bank. 

(c)  Under  the  Federal  Deposit  Insur¬ 
ance  Act  drafts  drawn  by  the  reporting 
bank  on  deposit  accoimts  in  other  banks 
in  the  regular  course  of  business  and  the 
amount  of  advices  or  authorizations  is¬ 
sued  for  cash  letters  received  directing 
that  the  deposit  account  in  the  sending 
bank  be  charged  need  not  be  included  in 
the  assessment  base.  Therefore,  if  the 
reporting  bank  has  issued  a  draft  in 
payment  of  the  cash  letter  received  or  has 
issued  an  advice  or  authorization  direct¬ 
ing  that  its  account  in  the  sending  bank 
be  charged  for  the  cash  letter  received, 
the  deferred  credit  account  representing 
the  amount  of  such  cash  letters  need  not 
be  included  in  the  assessment  base. 
However,  the  amount  of  the  deferred 
credit  account  must  be  included  in  the 
assessment  base  until  the  draft  or  advice 
is  issued  in  payment  of  the  cash  letter. 
(See  §  327.238  Assessment  Decision  No. 
138,  Remittance  Account.) 

(d)  When  such  a  deferred  credit  ac¬ 
count  is  used  to  record  the  amount  of  the 
reporting  bank’s  liability  on  cash  letters 
received,  it  is  usually  included  in  the 
total  of  deposit  liabilities.  If  it  is  in¬ 
cluded  in  deposit  liabilities  on  the  Cer¬ 
tified  Statement,  it  may  be  claimed  as 
a  deduction  thereon  to  the  extent  that 
drafts,  advices,  or  authorizations  in 
respect  thereto  have  been  issued. 

(e)  A  deferred  credit  account  reflect¬ 
ing  a  debit  balance  is  sometimes  used  for 
recording  the  amount  of  cash  items  for¬ 
warded  to  another  bank  for  collection 
subject  to  final  payment.  Any  cash 
items  represented  in  such  an  account 
would  be  subject  to  rules  governing  de¬ 
ductions  for  cash  items.  (See  §§  327.123 
and  327.128,  Assessment  Decisions  No.  23, 
Cash  Items  Eligible  for  Deduction  as 
Exchanges  and  No.  28,  Cash  Items  De¬ 
ductions,  Outside,  for  details.) 

(f )  There  are  other  types  of  “deferred 
credit  accounts’’  and  the  assessability 
depends  upon  the  nature  of  each  individ¬ 
ual  account. 

§  327.157  Assessment  Decision  No. 
57;  deposit  exclusions;  in  general. 
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The  assessment  for  deposit  insurance  is 
based  upon  the  bank’s  liability  for  depos¬ 
its.  Some  deposits  are  specifically  ex¬ 
empt  from  assessment  under  the  provi¬ 
sions  of  the  Federal  Deposit  Insurance 
Act  These  deposits  which  may  be  omit¬ 
ted  from  the  assessment  base  are  known 
as  exclusions.  It  should  be  noted  that 
while  these  “exclusions”  may  be  omitted 
from  the  assessment  base  they  may  not 
also  be  deducted  from  the  total  of  other 
deposits.  For  instance,  although  out¬ 
standing  drafts  may  be  excluded  from 
the  assessment  base  they  may  not  be  de¬ 
ducted  from  the  total  of  other  deposits 
in  which  they  are  not  included.  In  gen¬ 
eral.  the  deposits  which  may  be  excluded, 
that  is  omitted,  from  deposits  for  assess¬ 
ment  purposes  are  the  following: 

(a)  Drafts  drawn  by  a  bank  on  its  de¬ 
posit  accounts  in  other  banks  which  are 
issued  in  the  regular  course  of  business. 
(See  §  327.172  Assessment  Decision  No. 
72,  Drafts  Outstanding  Drawn  on  Other 
Banks.) 

(b)  The  amount  of  advices  or  au¬ 
thorizations  issued  by  the  reporting  bank 
for  cash  letters  received  directing  that 
its  deposit  account  in  the  sending  bank 
be  charged  with  the  amount  thereof. 
(See  §  327.106  Assessment  Decision  No. 

6,  Advices  or  Authorizations  Issued  for 
Cash  Letters  Received.) 

(c)  Cash  funds  which  are  received 
and  held  solely  for  the  purpose  of  secur¬ 
ing  a  liability  to  the  bank  but  not  in  an 
amount  in  excess  of  such  liability  and 
which  are  not  subject  to  withdrawal  by 
the  obligor  and  are  carried  in  a  special 
non-interest-bearing  account  desig¬ 
nated  to  properly  show  their  purpose. 
(See  §  327.121  Assessment  Decision  No. 
21,  Cash  Funds  Received  and  Held  as 
Security  to  Indebtedness  to  the  Bank.) 

(d)  Any  obligation  of  a  bank  which  is 
payable  only  at  an  office  of  the  bank 
located  outside  the  States  of  the  United 
States,  the  District  of  Columbia,  any 
Territories  of  the  United  States,  and 
Virgin  Islands.  (See  §  327.192  Assess¬ 
ment  Decision  No.  92,  Foreign  Countries, 
Obligations  Payable  In.) 

§  327.158  Assessment  Decision  No. 
58;  deposits  to  be  included  in  reported 
deposits  for  assessment  purposes;  in 
general,  (a)  The  assessment  for  de¬ 
posit  irisurance  is  based  upon  the  bank’s 
liability  for  deposits  with  the  exception 
of  certain  permissible  exclusions.  The 
permissible  exclusions  are  deposits 
which  under  the  act  may  be  omitted 
from  reported  deposits  in  computing 
assessments.  (See  §  327.157  Assessment 
Decision  No.  57,  Deposit  Exclusions,  In 
General.) 

(b)  All  deposit  accounts  of  every  na¬ 
ture,  except  for  such  exclusions,  must 
be  included  in  the  assessment  base. 
This  includes,  without  being  limited  to, 
the  following : 

(1)  Demand  deposits  of  every  kind 
and  nature. 

(2)  Deposits  of  individuals,  partner¬ 
ships,  and  corporations. 

(3)  peposits  of  U.  S.  Government, 
secured  "or  unsecured.  (See  §  327.230 
Assessment  Decision  No.  130,  Public 
Funds.) 

(4)  Deposits  of  States  and  public 
political  subdivisions.  (See  §  327.230 


As.sessment  Decision  No.  130,  Public 
Funds.) 

(5)  Deposits  due  to  other  banks  in  the 
United  States.  (Gross.)  (See  §  327.161 
Assessment  Decision  No.  61,  Deposits 
Due  to  Other  Banks.) 

(6)  Deposits  due  to  banks  in  foreign 
countries.  (See  §  327.161  Assessment 
Decision  No.  61,  Deposits  Due  to  Other 
Banks.) 

(7)  Savings  accounts. 

(8)  Certificates  of  deposits. 

(9)  Travelers’  checks.  (See  §  327.259 
Assessment  Decision  No.  159,  Travelers’ 
Checks.) 

( 10 )  Letters  of  credit  issued  for  money 
or  its  equivalent.  (See  §§327.209  and 
327.210,  Assessment  Decisions  No.  109, 
Letters  of  Credit,  Commercial,  and  No. 
110,  Letters  of  Credit,  Travelers.) 

(11)  Cashiers’  checks.  (See  §  327.133 
Assessment  Decision  No.  33,  Cashiers’ 
and  Other  Officers’  Checks.) 

(12)  Officers’  checks.  (See  §  327.133 
Assessment  Decision  No.  33,  Cashiers’ 
and  Other  Officers’  Checks.) 

(13)  Tellers’  checks.  (See  §  327.133 
Assessment  Decision  No.  33,  Cashiers’ 
and  Other  Officers’  Checks.) 

(14)  Christmas  Club  deposits.  (See 
§  327.140  Assessment  Decision  No.  40, 
Christmas  Club  Accounts.) 

(15)  Escrow  funds.  (See  §  327.178  As¬ 
sessment  Decision  No.  78,  Escrow  Funds.) 

(16)  Treasury  Tax  and  Loan  Account. 
(See  §  327.261  Assessment  Decision  No. 
161,  Treasury  Tax  and  Loan  Account.) 

(17)  Trust  funds.  (See  §  327.262  As¬ 
sessment  Decision  No.  162,  'Trust  Funds.) 

(18)  Taxes  withheld.  (See  §§  327.252, 
327.220  and  327.267  Assessment  Decisions 
No.  152,  Social  Security  Taxes,  No.  120, 
Old  Age  Benefits  Account,  and  No.  167, 
Withholding  Taxes.) 

(19)  Certified  checks  and  drafts.  (See 
§  327.135  Assessment  Decision  No.  35, 
Certified  Checks  and  Drafts.) 

§  327.159  Assessment  Decision  No.  59; 
deposit  accounts  in  excess  of  $10,000. 
Under  the  Federal  Deposit  Insurance 
Act  the  maximum  amount  of  the  insured 
deposit  of  any  depositor  in  an  insm’ed 
bank  is  $10,000.  However,  all  deposits 
subject  to  assessment  must  be  included 
in  the  assessment  base  regardless  of  the 
amount  in  the  deposit  account  or  ac¬ 
counts  without  offset  for  any  indebted¬ 
ness  of  the  depositor  to  the  bank. 
Accordingly,  the  amount  in  excess  of 
the  $10,000  limitation  must  also  be  in¬ 
cluded  in  the  assessment  base,  and  as¬ 
sessments  paid  thereon. 

§  327.160  Assessment  Decision  No.  60; 
deposits  for  bond  subscriptions.  Cus¬ 
tomers  often  post  with  banks  amounts 
as  required  in  offering  circulars  in  con¬ 
nection  with  cash  subscriptions  entered 
for  their  accounts  for  United  States 
'Treasury  Securities.  Such  funds  are 
held  in  a  fiduciary  capacity  and  are 
required  to  be  included  in  deposits  for 
assessment  purposes. 

§  327.161  Assessment  Decision  No. 
61;  deposits  due  to  other  banks,  (a)  All 
deposits  due  to  other  banks  must  be  in¬ 
cluded  in  the  total  of  reported  deposits 
opposite  Item  A.  'This  includes  balances 
due  to  banks  with  which  a  reciprocal 
relationship  is  maintained,  although 


eligible  deductions  for  reciprocal  bank 
balances  with  insured  banks  may  be 
claimed  in  accordance  with  §  327.233 
Assessment  Decision  No.  133,  Reciprocal 
Bank  Balances. 

(b)  All  balances  on  deposit  in  the  re¬ 
porting  bank  due  to  foreign  banks  must 
also  be  included  in  the  reported  deposit 
liabilities  for  assessment  purposes. 

§  327.162  Assessment  Decision  No. 
62;  deposits  representing  the  bank’s  own 
funds,  (a)  Accoiuits  carried  in  the  de¬ 
posit  ledger  representing  the  bank’s  own 
funds  need  not  be  included  in  deposits 
for  assessment  purposes.  An  example 
of  such  an  account  is  one  representing 
rents  received  from  wholly  owned  real 
estate.  Another  example  is  a  reserve 
for  the  bank’s  own  expenses  such  as  a 
reserve  for  income  taxes,  or  a  reserve  for 
a  special  contingency. 

(b)  An  account  maintained  by  the 
bank  in  the  operation  under  an  assign¬ 
ment  of  rents  of  property  owned  by 
others  must  be  included  in  the  assess¬ 
ment  base.  (See  §  327.217  Assessment 
Decision  No.  117,  Mortgagee  in  Posses¬ 
sion  Funds.) 

§  327.163  Assessment  Decision  No.  63; 
'deposit  to  secure  bid  for  securities,  (a) 
Cashiers’  checks  or  similar  instruments 
issued  for  use  as  good  faith  deposits 
when  a  bank  bids  on  a  new  bond  issue 
are  considered  to  be  issued  for  the  bank’s 
own  purpose,  and  are  not  required  to  be 
included  in  the  assessment  base. 

(b)  For  the  assessability  of  funds  held 
by  the  bank  as  syndicate  manager  see 
§  327.256  Assessment  Decision  No.  156, 
Syndicate  Deposits. 

§  327.164  Assessment  Decision  No.  64; 
deposits  of  wholly  owned  bank  or  corpo¬ 
ration.  A  deposit  account  in  the  report¬ 
ing  bank  made  by  a  corporation  or 
another  bank  the  capital  stock  of  which 
is  wholly  owned  by  the  reporting  bank, 
its  officers,  or  its  stockholders,  must  be 
included  in  the  deposit  liabilities  for  the 
assessment  base.  From  an  assessment 
standpoint  there  is  no  difference  between 
such  a  deposit  and  a  deposit  made  by  any 
other  bank,  company,  or  individual. 

§  327.165  Assessment  Decision  No.  65; 
dividend  checks  and  deposits.  Checks  is¬ 
sued  in  payment  of  dividends  on  the 
bank’s  own  stock  are  considered  to  be  for 
the  bank’s  own  business  and  are  not  re¬ 
quired  to  be  included  in  the  assessment 
base.  If  an  account  is  set  up  as  a  liability 
for  the  amount  of  such  dividend  without 
segregation  of  funds  for  payment  thereof 
the  account  need  not  be  included  in  the 
assessment  base;  however,  if  funds  for 
the  payment  of  a  dividend  are  set  apart 
and  segregated  from  the  other  assets  of 
the  bank,  such  funds  would  be  trust 
funds  subject  to  assessment  until  the 
dividend  checks  drawm  thereagainst  are 
paid. 

§  327.166  Assessment  Decision  No.  66; 
dividends  on  stocks  pledged  as  security 
or  held  in  safekeeping,  (a)  Dividends 
on  stocks  pledged  to  the  reporting  bank 
as  collateral  security  to  indebtedness  to 
the  reporting  bank  if  retained  by  the 
bank  as  security  to  the  indebtedness  are 
exempt  from  assessment  provided  all 
requirements  of  the  statute  are  met. 
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RULES  AND  REGULATIONS 


(See  §  327.121  Assessment  Decision  No. 
21,  Cash  Funds  Received  and  Held  as 
Security  to  Indebtedness  to  the  Bank.) 
The  funds  to  be  exempt  from  assessment 
must  be  segregated  in  a  special  non- 
interest-bearing  account  which  may  be 
In  the  form  of  a  cashier’s  check  or  of¬ 
ficer’s  check  designated  to  show  its  pur¬ 
pose.  The  fact  that  such  funds  may 
eventually  be  returned  to  the  borrower 
or  pledgor  does  not  affect  their  former 
exempt  status  as  security. 

(b)  An  ofllcer’s  check  issued  by  the 
bank  to  the  claimant  in  payment  of 
dividends  received  on  collateral  security 
which  is  outstanding  on  the  base  day 
must  be  included  in  the  assessment  base. 

(c)  All  dividends  received  by  the  re¬ 
porting  bank  on  securities  held  for  safe¬ 
keeping  must  be  included  in  deposits  for 
the  assessment  base  as  they  constitute 
deposits  held  by  the  bank  in  a  fiduciary 
capacity  or  for  a  special  purpose. 

§  327.167  Assessment  Decision  No.  67; 
dormant  accounts,  (a)  Balances  in 
dormant  accounts  must  be  included  in 
deposit  liabilities  for  the  assessment  base. 
The  fact  that  such  deposit  accounts  may 
be  placed  in  a  special  section  of  the 
ledger,  or  accumulated  in  a  control  ac¬ 
count  or  otherwise  carried  on  the  books 
of  the  bank  does  not  affect  their  status 
as  deposits. 

(b)  When  such  accounts  are  reduced 
or  eliminated  by  service  charges,  the 
service  charges  must  have  been  legally 
made  to  be  thenceforth  exempt  from 
assessment. 

§  327.168  Assessment  Decision  No.  68; 
drafts  with  hills  of  lading  attached  not 
payable  upon  presentation.  Commodity 
drafts,  that  is,  drafts  with  shipping 
documents  attached  which  are  not  pay¬ 
able  upon  presentation  including  those 
payable  upon  arrival  or  inspection  of 
certain  goods,  or  those  which  are  not 
customarily  cleared  or  collected  by  the 
reporting  bank  as  cash  items,  are  in¬ 
eligible  for  deduction  as  cash  items. 

§  327.169  Assessment  Decision  No.  69; 
drafts  with  bonds  and  coupons  attached. 
Drafts  with  bonds  and/or  coupons  at¬ 
tached  payable  upon  presentation  which 
are  paid  by  the  reporting  bank  or  cred¬ 
ited  to  deposit  accounts  are  eligible  for 
deduction  as  cash  items. 

§  327.170  Assessment  Decision  No.  70; 
drafts  or  checks  drawn  by  one  office  on 
another  office  of  a  branch  bank,  (a) 
Any  drafts  or  checks  drawn  by  one  oflace 
on  another  office  in  a  branch  banking 
system  if  issued  for  money  or  its  equiva¬ 
lent,  for  a  charge  against  a  deposit  ac¬ 
count,  or  in  settlement  of  checks,  drafts, 
or  other  instruments  forwarded  to  the 
issuing  bank  for  collection  must  be  in¬ 
cluded  in  deposits  for  the  assessment 
base.  Such  so-called  “drafts”  are  for 
all  assessment  purposes,  the  same  as 
officers’  checks. 

(b)  To  illustrate,  assume  that  on  the 
base  day  a  branch  office  receives  a  cash 
letter  and  draws  a  draft  on  the  main 
office  for  the  amount  thereof.  This  so- 
called  “draft”  is  an  officer’s  check  and 
must  be  included  in  the  assessment  base. 
The  deposits  represented  by  any  ts^pe  of 
instrument  or  advice  directing  the  main 
office  to  pay  for  a  cash  letter  received 


remain  a  deposit  liability  of  the  report¬ 
ing  bank  until  paid. 

(c)  The  only  “drafts”  exempt  from 
assessment  are  those  issued  by  the  re¬ 
porting  bank  drawn  on  deposit  accounts 
in  other  banks.  A  draft  drawn  by  a 
branch  on  the  main  office  is  not  drawn 
on  another  bank  and  therefore  does  not 
come  within  the  exemption. 

§  327.171  Assessment  Decision  No. 
71;  drafts  drawn  on  deposits  in  the  Fed~ 
eral  Reserve  banks.  Drafts  drawn  on 
deposit  accounts  in  Federal  Reserve 
banks  if  issued  in  the  normal  course  of 
business  are  exempt  from  assessment  in 
the  same  manner  as  drafts  drawn  on 
deposit  accounts  in  other  banks.  (See 
§  327.172  Assessment  Decision  No.  72, 
Drafts  Outstanding  Drawn  on  Other 
Banks.) 

§  327.172  Assessment  Decision  No. 
72;  drafts  outstanding  drawn  on  other 
banks,  (a)  Drafts  outstanding  drawn 
by  the  reporting  bank  on  its  deposit 
accounts  in  other  banks  which  are  issued 
in  the  regular  course  of  business  may  be 
excluded  from  deposits  for  the  assess¬ 
ment  base.  Ordinarily,  the  amount  of 
outstanding  drafts  is  not  represented  in 
the  bank’s  total  of  deposit  liabilities  on 
the  general  books  and  the  bank  need  not 
report  the  drafts  on  the  Certified  State¬ 
ment.  However,  it  may  not  subtract  the 
outstanding  drafts  from  the  total  of 
other  deposits. 

(b)  To  illustrate: 

(1)  Assume  that  on  the  base  day  the 
deposits  on  the  general  ledger  of  the 
bank  were  as  follows: 


Demand  deposits _ _  $1, 000,  000 

Time  deposits _ _  600, 000 

Treasury  tax  and  loan  account--  60, 000 

Cashiers’  checks _  30, 000 


Total _  1,  680, 000 


(2)  Assume  that  the  bank  had  issued 
drafts  in  the  total  amount  of  $60,000 
which  remained  outstanding  at  the  close 
of  business  on  the  base  day.  When 
these  drafts  were  drawn,  customarily  the 
“due  from”  bank  account  would  be 
credited  thus  reducing  the  balance  due 
from  other  banks  and  the  $60,000  is  not 
reflected  in  the  above  deposits  of  $1,580,- 
000.  Accordingly,  for  the  base  day  the 
bank  would  record  deposits  of  $1,580,000. 

(c)  If  the  bank  includes  outstanding 
drafts  in  its  total  of  deposit  liabilities 
then  it  is  proper  to  subtract  such  drafts 
from  the  total  of  deposits  which  includes 
the  amount  of  such  drafts. 

(d)  For  assessment  purposes  an  order, 
advice,  or  authorization  is  treated  the 
same  as  a  draft.  This  refers  to  “orders” 
such  as  those  issued  by  one  bank  direct¬ 
ing  another  bank  to  charge  its  account 
and  to  credit  a  stated  sum  of  money  to 
a  designated  account.  Such  orders  may 
be  excluded  from  the  assessment  base 
since  for  assessment  purposes  they  serve 
the  same  purpose  as  drafts. 

(e)  The  drafts  referred  to  herein  may 
be  drawn  on  deposit  accounts  in  other 
banks  whether  those  banks  on  which 
drawn  are  insured  or  noninsured. 

(f )  It  should  be  noted  that  to  be  ex¬ 
empt  from  assessment  the  draf£s  must 
be  drawn  against  existing  funds  in  the 
drawee  bank  and  the  drafts  must  be 


drawn  in  the  usual  or  normal  course  of 
business.  Ordinarily,  drafts  are  used  as 
a  means  of  effecting  a  payment.  If  a 
draft  has  been  outstanding  for  a  long 
period  of  time,  the  question  would  arise 
as  to  whether  it  was  issued  in  the  usual 
course  of  business  or  whether  it  was  used 
as  a  means  of  carrying  a  deposit  account. 
(See  §  327.173  Assessment  Decision  No. 
73,  Drafts  Outstanding  For  Extended  Pe¬ 
riod.)  If  a  draft  is  issued  to  represent  a 
temporary  deposit  to  avoid  the  assess¬ 
ment  or  for  any  other  purpose  where  a 
draft  is  not  normally  used,  it  is  not  con¬ 
sidered  to  have  been  issued  in  the  usual 
course  of  business  and  must  be  included 
in  the  assessment  base.  A  specific  ex¬ 
ample  of  such  a  draft  subject  to  assess¬ 
ment  is  the  case  where  a  company  at  the 
end  of  an  accounting  period  deposits  with 
the  bank  sufficient  funds  to  make  the 
payment  of  all  its  outstanding  checks  or 
buyers’  drafts  issued  by  its  agents.  If 
these  funds  are  placed  in  the  form  of  a 
draft  which  is  rewritten  daily  as  it  is  re¬ 
duced  by  the  payment  of  the  outstand¬ 
ing  checks  and  buyers’  drafts  it  could  not 
be  considered  as  issued  in  the  normal 
course  of  business  and  must  be  included 
in  the  assessment  base. 

§  327.173  Assessment  Decision  No.  73; 
drafts  outstanding  for  extended  period. 
(a)  Under  the  Federal  Deposit  Insurance 
Act  drafts  drawn  on  deposit  accounts  in 
other  banks  in  the  normal  course  of 
business  may  be  excluded  from  deposits 
for  the  assessment  base. 

(b)  If  a  draft  is  outstanding  for  an 
extended  period  the  question  arises  as 
to  whether  it  was  issued  in  the  normal 
course  of  business.  The  circumstances 
of  its  issuance  would  be  the  controlling 
factor.  If  the  circumstances  indicate 
that  a  draft  was  used  as  a  means  of 
representing  a  deposit  in  order  to  avoid 
assessment  it  must  be  included  in  the 
assessment  base.  (See  §  327.172  Assess¬ 
ment  Decision  No.  72,  Drafts  Outstanding 
Drawn  On  Other  Banks.) 

§  327.174  Assessment  Decision  No.  74; 
drafts  payable  on  presentation  with  hills 
of  lading  attached,  (a)  Commodity 
drafts,  that  is,  drafts  with  shipping  docu¬ 
ments  attached,  if  payable  upon  presen¬ 
tation  and  if  they  have  been  paid  or 
credited  to  deposit  accounts  subject  to 
final  payment,  are  eligible  for  deduction 
as  cash  items.  For  the  purpose  of 
claiming  deductions,  if  the  alternate  (bb) 
method  is  used,  they  may  be  considered 
as  uncollected  for  the  time  required  to 
effect  collection.  If  the  collecting  bank 
forwards  a  check  or  draft  in  payment, 
such  check  or  draft  received  by  the  re¬ 
porting  bank  is  not  a  cash  item  eligible 
for  deduction. 

(b)  Commodity  drafts  are  known  un¬ 
der  many  names,  such  as  “livestock 
drafts,”  “cotton  drafts,”  “documentary 
drafts,”  “peanut  drafts,”  “fruits  and 
vegetable  drafts,”  etc.  The  procedure 
in  handling  all  of  these  types  of  drafts 
is  nevertheless,  the  same. 

(c)  Only  drafts  payable  upon  pres¬ 
entation  may  be  claimed  as  a  deduction. 
Accordingly,  drafts  payable  at  some  fu¬ 
ture  date  or  upon  arrival  of  a  car,  etc., 
are  ineligible  for  deduction.  (See 
§  327.168  Assessment  Decision  No.  68, 
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Drafts  With  Bills  of  Lading  Attached 
Not  Payable  Upon  Presentation.) 

(d)  Drafts,  which  are  in  fact  loans, 
are  not  eligible  for  deduction. 

§  327.175  Assessment  Decision  No.  75; 
drafts;  sight,  (a)  Sight  drafts  payable 
on  presentation  which  the  bank  has  paid 
or  credited  to  deposit  accounts  are  eligi¬ 
ble  for  deduction  as  cash  items.  (See 
§  327.123  Assessment  Decision  No.  23, 
Cash  Items  Eligible  for  Deduction  as 
Exchanges.) 

(b)  The  Federal  Reserve  Time  Sched¬ 
ule  is  used  as  a  maximum  time  for  which 
an  item  may  be  considered  as  uncol¬ 
lected.  (See  §§  327.111  and  327.257  As¬ 
sessment  Decisions  No.  11,  Availability 
Schedule,  Cash  Items,  and  No.  157,  Time 
Schedule  of  Federal  Reserve  Bank.) 
Any  sight  drafts  not  handled  as  cash 
items  by  the  Federal  Reserve  System 
may  be  considered  as  uncollected  for  the 
actual  time  required  to  effect  collection. 
The  check  or  draft  received  by  the  re¬ 
porting  bank  in  payment  for  a  sight 
draft  previously  paid  or  credited  to  a  de¬ 
posit  account  is  not  a  cash  item  eligible 
for  deduction.  (See  §  327.138  Assess¬ 
ment  Decision  No.  38,  Checks  or  Drafts 
Received  in  Payment  of  Cash  Items  For¬ 
warded  for  Collection.) 

§  327.176  Assessment  Decision  No.  76; 
drafts  for  transfer  of  bank’s  own  funds. 
Drafts  drawn  by  the  reporting  bank  for 
the  purpose  of  transferring  its  funds 
from  one  bank  to  another  are  ineligible 
for  deduction  as  cash  items  by  the  re¬ 
porting  bank.  For  instance,  the  report¬ 
ing  bank  may  draw  a  draft  on  Bank  A 
payable  to  Bank  B  for  the  purpose  of 
increasing  its  “due  from”  balance  in 
Bank  B  and  include  such  a  draft  in  the 
cash  letter  forwarded  to  Bank  B.  This 
is  not  a  cash  item  in  the  process  of  col¬ 
lection  which  the  reporting  bank  has 
paid  or  credited  to  a  deposit  account  and 
the  reporting  bank  may  not  claim  a  de¬ 
duction  for  it.  It  should  be  noted  that 
such  a  draft  does  not  affect  the  assess¬ 
ment  in  any  way. 

§  327.177  Assessment  Decision  No.  77; 
due  bills  for  local  cash  items,  (a)  Cash 
Items  Held  for  Clearings,  Local  Ex¬ 
changes,  consist  of  items  paid  or  credited 
to  deposit  accounts  by  the  reporting 
bank  which  are  drawn  on  banks,  persons, 
or  corporations  in  the  same  city  or  local 
clearing  area  where  the  reporting  bank 
is  located  which  are  held  for  clearings 
at  the  close  of  the  books  on  the  assess¬ 
ment  base  day.  (See  §  327.127  Assess¬ 
ment  Decision  No.  27,  Cash  Items  Deduc¬ 
tions,  Local.) 

(b)  The  settlement  with  other  local 
banks  is  customarily  made  at  some  desig¬ 
nated  hour(s)  such  as  10:00  a.  m.  The 
actual  physical  delivery  of  the  cash  items 
may  have  been  at  an  earlier  hour  and 
possibly  in  the  evening  of  the  preceding 
day.  When  the  local  cash  items  are  thus 
delivered  to  the  drawee  bank  prior  to 
the  actual  settlement,  the  delivering 
bank  may  receive  some  tsrpe  of  ticket  or 
instrument  which  is  commonly  referred 
to  as  a  “due  bill”. 

(c)  The  physical  deliveiy  of  local  cash 
items  to  the  banks  on  which  drawn  does 
not  preclude  such  items  from  being  con¬ 


sidered  as  held  for  clearings  and,  thus, 
eligible  for  deduction  provided  the  fol¬ 
lowing  factors  are  present: 

(1)  The  items  were  received  in  the 
usual  course  of  business  on  the  base  day 
before  the  close  of  the  books  on  that  day 
and  paid  or  credited  to  deposit  accounts. 

(2)  No  change  is  made  in  the  normal 
procedure  on  base  days. 

§  327.178  Assessment  Decision  No.  78; 
escrow  funds,  (a)  Funds  held  in  escrow 
by  the  reporting  bank  must  be  included 
in  the  assessment  base.  These  funds  are 
held  for  a  special  purpose  in  a  fiduciary 
capacity  and  are  in  the  nature  of  trust 
funds.  This  includes  all  types  of  escrow 
funds. 

(b)  Examples  of  escrow  funds  subject 
to  assessment: 

(1)  Funds  received  from  mortgagors 
representing  a  certain  portion  of 
monthly  payments  which  are  to  be  used 
for  the  payment  of  taxes,  special  assess¬ 
ments,  and  insurance  on  the  mortgaged 
property. 

(2)  Funds  held  pending  clearing  of 
title  on  property  involved  in  a  mortgage 
settlement. 

(3)  Funds  held  by  the  bank  pending 
disbursement  after  certain  construction 
has  been  completed. 

§  327.179  Assessment  Decision  No.  79; 
estimate  of  assessment.  It  is  not  per¬ 
missible  for  a  bank  to  estimate  its 
assessment  either  tentatively  or  per¬ 
manently.  The  Certified  Statements 
must  be  accurately  filled  out  in  detail 
based  on  records  maintained  by  the  bank 
and  forwarded  to  the  Corporation  by  not 
later  than  the  15th  of  each  January  and 
July.  A  remittance  must  accompany  the 
statement  for  the  assessment  computed 
to  be  due,  less  the  amount  of  any  credit 
in  the  account  of  the  reporting  bank. 

§  327.180  Assessment  Decision  No.  80; 
estimate  of  deductions.  It  is  not  per¬ 
missible  to  make  estimates  of  deductions 
when  submitting  Certified  Statements. 
If  deductions  are  claimed,  they  must  be 
computed  in  accordance  with  the  rules 
and  regulations  and  proper  records  must 
be  maintained  to  support  them. 

§  327.181  Assessment  Decision  No. 
81;  evening;  open  for  business,  (a)  It  is 
the  practice  of  some  banks  to  reopen  for 
business  on  one  or  more  evenings  a  week 
as  a  convenience  to  its  customers.  If 
the  base  day  falls  on  a  day  on  which  the 
bank  is  customarily  open  in  the  evening 
the  bank  should  follow  its  normal  prac¬ 
tice  for  such  a  day  for  the  determination 
of  the  assessment  base. 

(b)  To  illustrate,  if  the  bank  nor¬ 
mally  closes  its  books  after  the  close  of 
business,  say  at  two  o’clock,  and  the 
general  ledger  for  the  day  is  prepared 
from  that  closing  hour,  that  will  be  the 
end  of  the  base  day.  Under  such  cir¬ 
cumstances  the  evening  work  will  be  part 
of  the  next  business  day. 

(c)  On  the  other  hand,  if  the  bank 
regularly  has  only  a  trial  or  partial  clos¬ 
ing  at  two  o’clock  and  reopens  its  books 
to  include  the  evening  transactions  and 
prepares  its  general  ledger  figures  to 
include  the  evening  business,  then  the 
evening  business  becomes  part  of  that 
business  day. 


§  327.182  Assessment  Decision  No.  82; 
extension  of  time  for  filing  Certified 
Statements,  (a)  Under  the  Federal  De¬ 
posit  Insurance  Act  and  regulations. 
Certified  Statements  must  be  filed  on  or 
before  January  15  and  July  15  of  each 
year,  and  each  such  Certified  Statement 
must  be  accompanied  by  a  remittance 
for  the  assessment  due  shown  thereon, 
less  the  amount  of  any  credit  to  the 
account  of  the  reporting  bank  on  the 
books  of  the  Corporation. 

(b)  Partial  payments,  advances  or 
prepayments,  or  payments  on  estimated 
assessments  will  not  be  accepted. 

(c)  If  the  Certified  Statement  is 
placed  in  the  United  States  mail  in  a 
sealed  envelope  postage  prepaid,  ad¬ 
dressed  to  the  Federal  Deposit  Insurance 
Corporation,  Washington  25,  D.  C.,  on 
or  before  the  day  it  is  due,  the  statement 
will  be  considered  as  having  been  filed 
within  the  proper  time. 

(d)  There  are  no  provisions  in  the 
law  for  granting  extensions  of  time  for 
the  filing  of  Certified  Statements;  how¬ 
ever,  in  the  case  of  an  emergency,  such 
as  a  fire,  flood,  or  epidemic,  the  Corpo¬ 
ration  will  make  no  objection  to  a  late 
filing  provided  due  diligence  is  exercised 
in  the  preparation  and  filing  of  the 
Certified  Statement  as  soon  thereafter 
as  possible. 

(e)  The  penalties  imposed  by  law  for 
the  failure  of  a  bank  to  meet  its  statu¬ 
tory  requirements  pertaining  to  Certified 
Statements  are  (1)  that  it  may  not  pay 
dividends  on  its  capital  stock  or  distrib¬ 
ute  any  of  its  capital  assets  while  it 
remains  in  default,  and  for  the  violation 
thereof  any  participating  oflBcer  or  di¬ 
rector  may  be  fined  up  to  $1,000  and/or 
imprisoned  for  one  year;  and  (2)  that, 
in  case  of  willful  failure  or  refusal  to 
file  a  Certified  Statement  or  pay  any  as¬ 
sessment,  the  bank  is  subject  to  a  pen¬ 
alty  in  the  amount  of  $100  for  each  day 
the  failure  continues.  If  the  amount  of 
the  assessment  is  in  dispute,  these  penal¬ 
ties  are  not  applicable  if  the  bank  depos¬ 
its  security  satisfactory  to  the  Corpora¬ 
tion  for  payment  upon  final  determina¬ 
tion  of  the  issue. 

§  327.183  Assessment  Decision  No. 
83;  Federal  Funds  purchased  and  sold. 
(a)  The  term  “Federal  Funds”  means 
the  title  to  reserve  balances  with  the 
Federal  Reserve  banks.  They  are  funds 
which  are  immediately  available  at  the 
Federal  Reserve  banks.  Member  banks 
with  excess  reserve  balances  supply  Fed¬ 
eral  Funds  in  the  market;  also  nonbank¬ 
ing  institutions  such  as  (jovernment 
security  dealers  supply  such  funds.  The 
demand  for  Federal  Funds  comes  S^^inly 
from  member  banks  which  need  to  ad¬ 
just  their  reserve  positions  with  the  Fed¬ 
eral  Reserve  banks  and  from  dealers 
who  buy  Government  securities  from  the 
Federal  Reserve  System  and  need  Fed¬ 
eral  Funds  in  order  to  be  able  to  make 
payment  on  the  day  the  securities  are 
delivered. 

(b)  The  actual  transfer  of  Federal 
Funds  within  a  given  locality  usually 
involves  an  exchange  of  checks.  The 
lender  gives  a  draft  on  the  Federal  Re¬ 
serve  bank  and  receives  a  clearing  house 
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check  payable  the  following  business 
day. 

(c)  Federal  Funds  purchased  and  sold 
have  no  part  in  the  c(Hnputation  of  the 
assessment  base.  Thus,  any  checks  or 
drafts  issued  in  such  purchases  and 
sales  need  not  be  included  in  the  assess¬ 
ment  base  by  the  issuing  bank  and  any 
checks  or  drafts  received  are  ineligible 
for  deduction  as  cash  items  or  otherwise. 
The  liability  for  Federal  Funds  pur¬ 
chased  does  not  represent  an  assessable 
deposit. 

8  327.184  Assessment  Decision  No. 
84;  Federal  Housing  Administration 
loans,  (a)  Repayments  of  principal  and 
interest  on  Federal  Housing  Administra¬ 
tion  loans  carried  in  deposit  accoimts  in 
the  reporting  bank,  which  are  held  as 
security  for  later  application  on  the 
indebtedness  to  the  bank,  need  not  be 
included  in  the  assessment  base  provided 
such  funds  are  not  subject  to  with¬ 
drawal  by  the  mortgagor,  are  carried  in 
special  non-interest-bearing  accounts 
designated  to  properly  show  their  pur¬ 
pose  and  provided  the  amount  of  funds 
so  held  does  not  exceed  the  liability  for 
which  they  are  held  as  security. 

<b)  The  portion  of  the  pa3mients  on 
Federal  Housing  Administration  loans 
representing  the  accumulation  of  funds 
held  for  the  payment  of  taxes,  insur¬ 
ance,  and  similar  charges,  are  deposits 
and  must  be  included  in  the  assessment 
base.  Such  funds  are  trust  funds  under 
the  Federal  Deposit  Insurance  Act  and 
may  not  be  deducted  from  the  assess¬ 
ment  base  regardless  of  whether  they 
are  held  in  the  trust  department  or  de¬ 
posited  in  any  other  department  of  the 
bank:  Provided,  however.  That  where 
such  funds  are  deposited  in  another  in¬ 
sured  bank  such  deposited  trust  funds 
are  deductible  in  accordance  with  sec¬ 
tion  7  (i)  of  the  act.  (See  §  327.263  As¬ 
sessment  Decision  No.  163,  Trust  Funds 
Deposited  in  Other  Banks.) 

(c)  Checks  issued  in  payment  of  taxes, 
assessments,  fire  or  mortgage  insurance 
premhuns,  and  charged  against  the 
funds  accumulated  for  the  payment  of 
these  items  under  Federal  Housing  Ad¬ 
ministration  loans  must  be  included  in 
the  assessment  base  if  outstanding  on 
the  base  day. 

(d)  The  rule  in  paragraphs  (a) -(c) 
of  this  section  is  equally  applicable  to 
Modernization  loans. 

8  327.185  Assessment  Decision  No.  85; 
Federal  Housing  Administration  loans 
and  promissory  notes  as  deductions,  (a) 
Federal  Housing  Administration  loans 
sold  to  other  banks  are  occasionally 
included  in  cash  letters  sent  to  the  pur¬ 
chasing  bank  for  collection.  These  notes 
are  not  cash  items  as  defined  in  §  327.1 
(b)  and  are  ineligible  for  deduction  in 
any  manner  as  they  represent  the  bank’s 
own  business. 

(b)  Likewise,  loans  are  sometimes 
made  by  one  bank  on  behalf  of  another 
bank.  As  an  illustration.  Bank  A  un¬ 
able  to  meet  the  borrowing  requirements 
of  its  customer  makes  arrangements  for 
its  correspondent  bank  to  make  the  loan. 
The  note  will  be  executed  in  the  office  of 
Bank  A  and  it  will  give  credit  in  ttie 
amount  thereof  to  a  deposit  account  of 


the  borrower  and  the  note  will  then  be 
sent  to  the  correspondent  bank  for  (col¬ 
lection.  As  explained  in  paragraph  (a) 
of  this  section  with  respect  to  F^eral 
Housing  Administration  loans,  such  notes 
are  not  cash  items  and  are  not  eligible  for 
deduction  in  any  manner. 

8  327.186  Assessment  Decision  No.  86; 
Federal  Housing  Administration  Title  I 
insurance  premium  account.  An  account 
established  for  the  payment  of  insurance 
premiums  due  from  the  bank  to  the 
Federal  Housing  Administration  on  Title 
I  loans  need  not  be  included  in  deposits 
for  the  assessment  base  provided  the 
borrower  has  no  beneficial  interest 
therein.  Under  these  loans  the  bank  is 
the  insured  rather  than  the  borrower 
and  if  the  bank  segregates  certain  funds 
in  an  account  to  be  used  for  the  pay¬ 
ment  of  insurance  premiums  due  to  the 
Federal  Housing  Administration  it  is 
considered  to  be  an  account  payable  or 
a  reserve  of  the  bank  and  exempt  from 
assessment.  It  should  be  noted  that  this 
applies  only  to  the  insurance  premiums 
due  to  the  Federal  Housing  Administra¬ 
tion  on  Title  I  loans.  The  payments 
received  from  the  borrowers  to  be  used 
for  the  payment  of  taxes,  insurance,  and 
similar  charges  against  the  mortgaged 
properties  must  be  included  in  the  assess¬ 
ment  base.  (See  §  327.184  Assessment 
Decision  No.  84,  Federal  Housing  Admin¬ 
istration  Loans.) 

§  327.187  Assessment  Decision  No.  87; 
fiduciary  funds  held.  Funds  held  by  the 
reporting  bank  in  any  fiduciary  capacity 
are  trust  funds  and  must  be  included  in 
the  deposits  for  the  assessment  base  and 
may  not  be  claimed  as  a  deduction,  im- 
less  deposited  as  trust  funds  in  another 
insured  bank.  (See  §  327.263  Assessment 
Decision  No.  163,  Trust  Funds  Deposited 
in  Other  Banks.) 

§  327.188  Assessment  Decision  No.  88; 
float,  (a)  “Float”  is  a  broad  term  used 
in  many  different  ways.  It  is  most  fre¬ 
quently  used  in  reference  to  uncollected 
cash  items.  (See  §§  327.127  and  327.128, 
Assessment  Decisions  No.  27,  Cash  Items 
Deductions,  Local  and  No.  28,  Cash 
Items  Deductions,  Outside.) 

(b)  Cash  letters  received  are  some¬ 
times  referred  to  as  “float”.  (See 
8  327.132  Assessment  Decision  No.  32, 
Cash  Letters  Received.) 

(c)  The  term  “float”  is  also  used  in 
relation  to  outstanding  drafts.  (See 
§  327.172  Assessment  Decision  No.  72, 
Drafts  Outstanding  Drawn  on  Other 
Banks.) 

§  327.189  Assessment  Decision  No.  89; 
foreign  bank  collections,  (a)  Cash  let¬ 
ters  and  collections  representing  items 
payable  on  presentation  which  are  paid 
or  credited  to  a  deposit  account  subject 
to  final  payment  and  forwarded  for  col¬ 
lection  direct  to  foreign  banks  or  to  banks 
l(x:ated  outside  the  States  of  the  United 
States  and  the  District  of  Columbia,  may 
be  considered  as  uncollected  until  col¬ 
lection  is  actually  effected.  This  time  is 
not  limited  by  the  Federal  Reserve  Time 
Schedule. 

(b)  Accordingly,  if  the  bank  ilses  the 
alternate  (bb)  method  of  claiming  de¬ 
ductions  for  exchanges  it  may  deduct 


the  amount  of  such  eligible  items  paid 
or  credited  to  deposit  accoimts  which 
remain  uncollected  at  the  close  of  busi¬ 
ness  on  the  base  days.  If  the  bank  uses 
the  alternate  (aa)  method  it  may  multi¬ 
ply  by  two  and  claim  as  a  deduction  only 
the  eligible  items  which  are  received  on 
the  assessment  base  day  and  forwarded 
for  collection  on  that  day.  (See  §  327.128 
Assessment  Decision  No.  28,  Cash  Items 
Deductions,  Outside.) 

(c)  A  check  or  draft  received  in  pay¬ 
ment  of  such  items  is  not  eligible  for 
deduction.  (See  §  327.138  Assessment 
Decision  No.  38,  Checks  or  Drafts  Re¬ 
ceived  in  Payment  of  Cash  Items  For¬ 
warded  for  Collection.) 

§  327.190  Assessment  Decision  No.  90; 
foreign  branch  items,  (a)  Section  3 
(1)  of  the  Federal  Deposit  Insurance  Act 
provides  that  any  obligation  of  a  bank 
which  is  payable  only  at  an  office  of  the 
bank  located  outside  the  States  of  the 
United  States,  the  District  of  Columbia, 
any  Territory  of  the  United  States, 
Puerto  Rico,  and  the  Virgin  Islands, 
shall  not  be  a  deposit  for  any  of  the  pur¬ 
poses  of  the  act  or  be  included  as  a  part 
of  total  deposits  or  of  an  insured  deposit. 
Since  deposits  in  a  foreign  branch  are 
not  deposits  within  the  Federal  Deposit 
Insurance  Act,  checks  and  drafts  re¬ 
ceived  in  the  foreign  branches  have  no 
part  in  the  computation  of  the  assess¬ 
ment  base.  Accordingly,  any  check  or 
draft  received  in  such  foreign  branch 
may  not  be  included  in  deductions  for 
cash  items  under  any  circumstances. 

(b)  When  any  check  or  draft  received 
in  a  foreign  branch  is  collected  and  the 
proceeds  credited  to  the  branch  account 
in  an  office  of  the  bank  in  the  United 
States,  such  a  credit  or  account  is  not 
a  deposit  under  the  Federal  Deposit  In¬ 
surance  Act  or  regulations  and  it  follows 
than  any  check  or  draft  credited  to  such 
account  is  not  a  cash  item. 

§  327.191  Assessment  Decision  No. 
91;  foreign  branch  office  dollar  accounts. 
Checks  issued  in  making  payments 
against  foreign  branch  office  (lollar  ac¬ 
counts  and  charged  thereto,  where  the 
checks  are  issued  against  letter  or  cable 
instructions  received  from  the  branch 
office  which  has  received  money  or  its 
equivalent  for  the  issuance  of  the  check, 
must  be  included  in  deposit  liabilities. 
The  same  is  true  of  a  cdieck  issued  by  the 
home  office  in  exchange  for  a  draft  on  its 
foreign  branch  office  because  such  checks 
are  issued  for  money  or  its  equivalent 
within  the  meaning  of  §  326.1  of  this 
chapter. 

§  327.192  Assessment  Decision  No. 
92;  foreign  countries;  obligations  pay~ 
able  in.  Any  obligation  of  a  bank  which 
is  payable  only  at  an  office  of  the  bank 
located  outside  of  the  States  of  the 
United  States,  the  District  of  Columbia, 
any  Territory  of  the  United  States, 
Puerto  Rico,  and  the  Virgin  Islands,  need 
not  be  included  as  a  deposit  liability  in 
computing  the  assessment  base.  How¬ 
ever,  if  any  such  obligation  is  also  pay¬ 
able  in  the  United  States,  the  District 
of  Columbia,  any  Territory  of  the  United 
States,  Puerto  Rico,  or  the  Virgin 
Islands,  it  must  be  included  as  a  deposit 
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liability  in  computing  the  asssesment 
base. 

§  327.193  Assessment  Decision  No.  93; 
foreign  currency  deposits,  (a)  Deposits 
carried  on  the  books  of  a  bank  in  the 
terms  of  a  foreign  currency  such  as  in 
Canadian  dollars  or  Mexican  dollars  are 
required  to  be  included  in  deposits  for 
the  assessment  base  in  the  same  manner 
as  deposits  carried  in  the  terms  of 
United  States  dollars. 

(b)  In  tabulating  the  foreign  cur¬ 
rency  deposits  for  assessment  purposes, 
the  amount  thereof  should  be  converted 
to  the  equivalent  in  the  United  States 
dollars. 

§  327.194  Assessment  Decision  No.  94; 
foreign  drafts,  (a)  Drafts  drawn  on 
banks  located  in  foreign  countries  or  on 
its  own  branch  offices  in  foreign  coun¬ 
tries  need  not  be  included  in  deposits 
for  the  assessment  base  regardless  of 
whether  or  not  the  bank  drawing  the 
draft  has  a  deposit  account  in  the 
drawee  bank. 

(b)  Included  in  this  type  of  drafts  is 
a  draft  drawn  under  the  following  cir¬ 
cumstances:  A  customer  of  a  New  York 
bank  requests  the  New  York  bank  to 
provide  a  designated  person  in  a  foreign 
country  with  funds.  The  New  York 
bank  has  no  funds  on  deposit  with  its 
correspondent  bank  in  the  foreign  coun¬ 
try.  However,  the  foreign  correspondent 
has  a  deposit  account  in  the  New  York 
bank.  The  New  York  bank  issues  a  draft 
payable  to  the  person  designated  drawn 
on  the  correspondent  bank  and  notifies 
the  correspondent  of  its  issuance  of  the 
draft.  The  correspondent  bank  by  prior 
arrangement  pays  the  draft  on  presenta¬ 
tion  and  then  advises  the  New  York  bank 
of  the  pasmient.  The  New  York  bank 
receives  cash  from  its  customer  at  the 
time  of  the  issuance  of  the  draft  or 
makes  a  charge  against  his  deposit  ac¬ 
count  in  the  amount  of  the  draft.  The 
funds  received  from  the  customer  are 
held  pending  acceptance  and  payment 
of  the  draft  either  in  a  special  account 
bearing  a  designation  such  as  “Dollar 
Drafts”  or,  in  some  instances,  are  ac¬ 
tually  credited  to  the  correspondent’s 
account  in  the  New  York  bank.  Where 
funds  are  credited  to  the  special  account, 
the  furids  are  transferred  to  the  foreign 
correspondent’s  deposit  account  upon 
advice  that  the  foreign  correspondent 
has  paid  the  draft. 

(c)  The  funds  received,  in  the  above 
illustration,  need  not  be  included  in  de¬ 
posits  for  the  assessment  base  until  re¬ 
ceipt  of  advice  of  payment  of  the  draft 
by  the  foreign  correspondent.  There¬ 
fore,  the  “Dollar  Drafts”  account  as  used 
as  an  illustration  herein  is  not  subject 
to  assessment  and  where  the  funds  are 
immediately  credited  to  the  foreign  cor¬ 
respondent’s  deposit  account  with  the 
New  York  bank  such  credit  may  also  be 
excluded  from  the  assessment  base  until 
payment  of  the  draft  is  effected  by  the 
foreign  correspondent. 

§  327.195  Assessment  Decision  No.  95; 
foreign  exchange  purchased  for  bank’s 
own  account.  Where  loreign  exchange 
is  purchased  solely  for  the  bank’s  own 
account  the  checks  issued  in  payment 
therefor  do  not  constitute  a  deposit 


liability  and  consequently  need  not  be 
included  in  deposits  in  determining  the 
assessment  base. 

§  327.196  Assessment  Decision  No.  96; 
foreign  exchange  transactions;  checks 
received,  (a)  A  check  or  draft  received 
in  payment  for  foreign  currency  deliv¬ 
ered  over  the  counter,  if  it  otherwise 
complies  with  the  requirements  of  a 
cash  item  as  shown  in  §  327.123  Assess¬ 
ment  Decision  No.  23,  Cash  Items  Eligi¬ 
ble  for  Deduction  as  Exchanges,  is 
eligible  for  deduction  as  a  cash  item. 

(b)  A  check  or  draft  received  in  pay¬ 
ment  for  a  draft  or  bill  of  exchange 
drawn  on  a  bank  located  outside  of  the 
States  of  the  United  States,  the  District 
of  Columbia,  any  Territory  of  the  United 
States,  Puerto  Rico,  and  the  Virgin 
Islands,  is  not  eligible  for  deduction  as 
a  cash  item  or  otherwise.  This  applies 
whether  such  a  draft  or  bill  of  exchange 
is  in  the  terms  of  foreign  exchange  or 
United  States  dollars. 

§  327.197  Assessment  Decision  No.  97; 
foreign  exchange  brokers;  commission 
due.  (a)  Official  checks  issued  to  For¬ 
eign  Exchange  Brokers  in  payment  of 
brokerage  commissions  for  the  bank’s 
own  account  need  not  be  included  in  the 
deposit  liabilities  as  they  represent  ex¬ 
pense  items. 

(b)  Official  checks  issued  in  payment 
of  brokerage  commissions  for  the  ac¬ 
count  of  customers  must  be  included  in 
deposits'  for  the  assessment  base. 

§  327.198  Assessment  Decision  No.  98; 
funds  received  by  a  bank  from  the  sale 
of  any  of  its  assets.  Funds  received  by 
an  insured  bank  from  the  sale  of  any  of 
its  assets  need  not  be  included  in  the 
assessment  base.  For  instance,  if  a 
group  of  mortgages  are  sold  and  the 
funds  received  are  carried  in  a  special 
account  pending  execution  of  assign¬ 
ments  or  other  papers,  such  funds  are 
not  required  to  be  included  in  the  as¬ 
sessment  base.  However,  if  it  is  not 
certain  that  the  sale  will  be  completed 
and  there  is  a  possibility  that  the  funds 
must  be  retm-ned  to  the  prospective  pur¬ 
chaser,  then  it  is  considered  that  the 
funds  are  held  in  escrow  and  must  be  in¬ 
cluded  in  the  assessment  base. 

§  327.199  Assessment  Decision  No.  99; 
guarantee  deposit  fund,  (a)  Funds  re¬ 
ceived  by  the  bank  on  behalf  of  a  custo¬ 
mer  as  a  guarantee  for  the  return  of  a 
certain  article  or  for  compliance  with  a 
certain  condition  are  required  to  be  in¬ 
cluded  in  the  assessment  base. 

(b)  An  illustration  of  such  an  account 
is  where  a  city  furnishes  water  meters  to 
its  customers  and  requires  the  customer 
to  deposit  a  certain  amount  as  a  guar¬ 
antee  against  loss  or  damage  to  the  me¬ 
ter.  Such  funds  paid  into  the  bank  by 
the  customer  or  city  and  carried  in  a 
guarantee  account  are  subject  to  assess¬ 
ment.  This  refers  only  to  guarantee  de¬ 
posits  for  articles  owned  by  customers. 
For  deposits  on  articles  owned  by  the 
bank  itself  see  §  327.243  Assessment  De¬ 
cision  No.  143,  Safety  Deposit  Key 
Deposits. 

§  327.200  Assessment  Decision  No. 
100;  holdovers,  (a)  “Holdovers”  is  a 
general  term  covering  a  variety  of  items. 


The  term  usually  refers  to  cash  items 
which  are  not  forwarded  for  collection 
on  the  day  received,  but  instead  are  held 
by  the  bank  overnight. 

(b)  Under  the  alternate  (aa)  method 
of  claiming  deductions  for  cash  items 
such  “holdovers”  received  on  the  busi¬ 
ness  day  or  days  preceding  the  base  day 
are  ineligible  for  deduction  as  cash  items 
or  otherwise.  Under  the  alternate  (bb) 
method  the  time  an  item  may  be  consid¬ 
ered  as  uncollected  may  not  be  extended 
by  not  forwarding  it  on  date  of  receipt. 
(See  §  327.111  Assessment  Decision  No. 
11,  Availability  Schedule,  Cash  Items.) 
Such  cash  items  received  on  the  assess¬ 
ment  base  day  which  in  accordance  with 
the  normal  procedure  of  the  bank  are 
still  in  its  possession  at  the  time  of  the 
closing  of  the  books  on  the  base  day  are 
eligible  for  deduction  as  cash  items. 
(See  footnote  10.) 

(c)  Any  checks  held  over  at  the  close 
of  business  on  the  base  day  which  are 
drawn  on  the  reporting  bank  itself  may 
be  subtracted  in  their  actual  amount  if 
represented  in  the  total  of  reported  de¬ 
posits  provided  the  charging  of  the  items 
to  the  respective  deposit  accounts  at  the 
close  of  business  on  the  assessment  base 
day  would  not  result  in  an  overdraft. 

§  327.201  Assessment  Decision  No. 
101;  hypothecated  deposits.  The  term 
“hypothecated  deposits”  often  refers  to 
pa3ments  on  installment  loans  accumu¬ 
lated  in  deposit  accounts  pending  appli¬ 
cation  on  the  indebtedness.  The  term 
is  sometimes  used  in  a  broader  sense  to 
include  any  deposits  pledged  as  security 
for  indebtedness.  The  deposits  in  either 
category  are  exempt  from  assessment  if 
all  requirements  are  met  as  fully  de¬ 
scribed  in  §  327.121  Assessment  Decision 
No.  21,  Cash  Funds  Received  and  Held  as 
Security  to  Indebtedness  to  the  Bank.  ; 

§  327.202  Assessment  Decision  No. 
102;  instruments  drawn  for  the  purpose 
of  abnormally  increasing  deposits  or  de¬ 
ductions.  (a)  No  deductions  as  cash 
items  or  otherwise  may  be  claimed  for 
drafts  drawn  and  delivered  or  ex¬ 
changed  for  the  purpose  of  reducing  the 
assessment  base.  This  also  applies  to 
any  cash  item  drawn  by  an  officer,  direc¬ 
tor,  stockholder,  or  affiliate  of  the  re¬ 
porting  bank  or  any  person  or  corpora¬ 
tion  at  its,  his,  or  their  suggestion  or 
direction  for  the  purpose  of  abnormally 
increasing  the  deposits  on  the  base  day 
or  for  the  purpose  of  obtaining  abnormal 
deductions. 

(b)  This  applies  to  any  abnormal 
transactions  designed  to  increase  de¬ 
posits  on  the  base  days  and/or  to 
increase  the  deductions  for  cash  items, 
reciprocal  bank  balances,  or  any  other 
type  of  deduction.  'The  length  of  time 
such  funds  remain  on  deposit  will  be  a 
factor  in  determining  the  purpose. 

§  327.203  Assessment  Decision  No. 
103;  insurance  premium  deposits,  (a) 
Funds  received  by  the  reporting  bank 
representing  premiums  paid  to  it  for 


“This  type  of  holdover  received  on  the 
assessment  base  day  and  forwarded  for  col¬ 
lection  on  the  following  business  day  was 
Ineligible  for  deduction  as  cash  items  or 
otherwise  from  July  1,  1950,  to  March  30. 
1954. 
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insurance  in  which  the  customer  or  the 
insurance  company,  or  both,  have  a 
beneficial  interest  must  be  included  in 
the  assessment  base. 

(b)  Any  funds  in  the  account  repre¬ 
senting  commissions  due  to  the  bank 
need  not  be  included  in  the  assessment 
base. 

S  327.204  Assessment  Decision  No. 
104;  interbranch  deposits.  The  deposit 
liabilities  of  the  baidc  as  of  the  close  of 
business  on  the  base  day  must  be  re¬ 
corded  in  the  assessment  base.  Accord¬ 
ingly,  this  includes  all  deposits  in  ac¬ 
counts  at  the  branches  and  the  bank 
must  employ  the  proper  means  to  assure 
that  all  deposits  made  in  one  office  where 
the  account  is  maintained  at  another 
office  are  properly  included  in  the  base. 
The  deposits  made  in  one  office  where  the 
account  is  maintained  at  another  office 
may  be  recorded  under  “Suspense  Liabil¬ 
ities”,  “Entry  Letters”,  “Interbranch 
Account”,  or  under  other  designations. 
The  important  point  is  that  the  true  de¬ 
posit  liabilities  of  the  bank  as  a  whole 
must  be  reflected  in  the  base.  (See 
S  327.117  Assessment  Decision  No.  17, 
Branch  Items.) 

S  327.205  Assessment  Decision  No. 
105;  interdepartmental  accounts.  If  a 
bwk  has  interdepartmental  accounts 
such  as  the  trust  department  having  an 
account  in  the  commercial  department, 
the  deposit  liability  should  not  be  dupli¬ 
cated  in  computing  the  assessment  base. 
Therefore,  if  the  same  deposits  appear 
twice  in  the  total  of  deposit  liabilities, 
that  is,  once  in  the  commercial  depart¬ 
ment  and  once  in  the  trust  department, 
a  deduction  may  be  taken  for  the  dupli¬ 
cation. 

1 327.206  Assessment  Decision  No. 
106;  interest  or  dividends  on  deposits. 

(a)  Interest,  and  dividends  in  mutual 
savings  banks,  allowed  on  deposit  ac¬ 
counts  must  be  included  in  deposits  for 
the  assessment  base  on  and  after  the 
date  the  interest  or  dividend  is  due. 

(b)  Officers’  checks  issued  in  payment 
of  interest  or  dividends  due  on  deposits 
must  be  included  in  the  assessment  base. 

(c)  The  mere  pre-entry  on  the  bank’s 
books  of  such  dividends  or  interest  does 
not  require  the  inclusion  thereof  in  the 
assessment  base  unless  the  depositors 
have  the  right  to  withdraw  the  interest 
or  dividends  prior  to  the  due  date.  To 
illustrate,  if  interest  or  dividends  are 
payable  on  January  1,  they  must  be  in 
the  assessment  base  on  that  date  and 
thereafter.  If  the  bank  enters  the  in¬ 
terest  or  dividends  on  the  respective  de¬ 
positors’  accounts  during  the  last  days 
of  December,  the  amount  need  not  be 
included  in  the  base  for  the  December 
31  base  day  imless  the  depositors  have 
the  right  of  withdrawal.  If  the  bank 
permits  any  depositor  to  withdraw  such 
interest  or  dividends  entered  on  the 
books  prior  to  January  1,  the  full  amount 
of  the  accounts  as  of  the  close  of  busi¬ 
ness  December  31  including  interest  and 
dividends  must  be  included  in  the  assess¬ 
ment  base  for  December  31. 

§  327.207  Assessment  Decision  No. 
107;  interest  prepayment.  (This  pro¬ 
posed  decision  relates  in  part  to  issues 
now  under  submission  to  the  United 


States  District  Court,  Southern  District 
of  New  York.  The  proposed  decision 
will  be  made  and  sent  to  each  insured 
bank  after  determination  by  the  Court.) 

S  327.208  Assessment  Decision  No. 
108;  Items  in  Transit  and  Items  in  Proc~ 
ess  of  Collection,  (a)  “Items  in  Transit” 
and  “Items  in  Process  of  Collection”  are 
general  terms  usually  referring  to  items 
forwarded  by  a  bank  for  collection, 

(b)  Under  the  Federal  Deposit  Insur¬ 
ance  Act  there  are  two  alternate  meth¬ 
ods  of  claiming  deductions  for  cash  items 
as  explained  in  §  327.124  Assessment 
Decision  No.  24.  Cash  Items.  Methods  of 
Claiming  Deductions.  The  “items  in 
transit”  account,  in  itself,  is  not  eligible 
for  deduction.  However,  any  cash  item 
represented  therein  which  is  eligible  for 
deduction  under  the  alternate  method 
used  by  the  bank  in  claiming  deductions 
for  cash  items,  may  be  deducted  in  ac¬ 
cordance  with  such  method. 

§  327.209  Assessment  Decision  No. 
109;  letters  of  credit;  commercial.  (This 
proposed  decision  relates  in  part  to  issues 
now  under  submission  to  the  United 
States  District  Court,  Southern  District 
of  New  York.  The  proposed  decision  will 
be  made  and  sent  to  each  insured  bank 
after  determination  by  the  Court.) 

§  327.210  Assessment  Decision  No. 
110;  letters  of  credit;  travelers,  (a) 
Travelers’  letters  of  credit  on  which  the 
bank  is  primarily  liable  issued  for  money 
or  its  equivalent  received  by  the  issuing 
bank  or  for  a  charge  against  a  deposit 
account  in  the  issuing  bank  must  be  in¬ 
cluded  in  deposits  for  the  assessment 
base. 

(b)  Travelers’  letters  of  credit  are  al¬ 
most  invariably  sold  for  cash  or  for  a 
charge  against  a  deposit  account,  and 
must  be  included  |n  deposits  for  assess¬ 
ment  purposes  in  the  absence  of  proof 
to  the  contrary. 

§  327.211  Assessment  Decision  No. 
Ill;  letters  of  credit;  issued  through 
another  bank,  (a)  Funds  received  by 
an  insured  bank  to  be  held  to  meet 
drawings  under  letters  of  credit  issued 
through  another  bank  must  be  included 
in  the  assessment  base. 

(b)  To  illustrate,  assume  Bank  A 
does  not  issue  letters  of  credit.  One  of 
its  customers,  however,  requests  a  letter 
of  credit  and  deposits  with  Bank  A  the 
amount  of  the  letter  of  credit  requested. 
Bank  A  requests  Bank  B  to  issue  the  let¬ 
ter  of  credit.  When  drafts  are  drawn 
imder  such  letters  of  credit  the  cus¬ 
tomary  procedure  is  for  Bank  B  to  pay 
them  and  charge  the  deposit  account  of 
Bank  A  with  advice  to  Bank  A.  Upon 
receipt  of  this  advice,  Bank  A  credits 
Bank  B  with  the  amount  of  the  payment 
and  charges  the  account  representing 
the  funds  deposited  by  its  customer. 

(c)  In  this  case  the  funds  deposited 
in  Bank  A  by  its  customer  do  not  repre¬ 
sent  cash  funds  held  solely  for  the  pur¬ 
pose  of  securing  Indebtedness  to  the 
bank.  Instead,  Bank  A  holds  the  funds 
as  a  special  deposit  or  as  a  fiduciary  for 
the  purpose  of  making  payipents  to 
Bank  B  for  drawings  under  the  letter  of 
credit  and  must  include  them  in  the 
assessment  base. 


§  327.212  Assessment  Decision  No. 
112;  life  insurance  premium  payments. 
(a)  Funds  received  to  apply  on  group 
life  insurance  premiums  must  be  in¬ 
cluded  in  deposit  liabilities.  This  in¬ 
cludes  deductions  from  employees’  sal¬ 
aries  to  be  used  for  the  purchase  of 
insurance  or  annuities  and  also  pre¬ 
miums  received  from  borrowers  to  ob¬ 
tain  life  insurance  to  be  held  as 
collateral  to  the  loan. 

(b)  However,  the  above  rule  does  not 
apply  where  life  insurance  is  obtained 
on  borrowers  in  the  Personal  Loan  De¬ 
partment  and  the  proceeds  are  used  for 
the  retirement  of  the  loan  if  the  bor¬ 
rower  dies  prior  to  the  retirement  of  the 
note.  In  these  cases  the  borrower  or 
insured  new-r  receives  any  proceeds  from 
the  policy,  the  proceeds  being  used  solely 
for  the  retirement  of  any  unpaid  bal¬ 
ance  on  the  obligation  to  the  bank.  In 
these  cases  where  the  bank  obtains  in¬ 
surance  on  the  lives  of  its  borrowers  in 
the  amount  of  the  impaid  balance  of  the 
loans  and  makes  a  charge  against  the 
borrower  for  this  protection,  the  amount 
of  the  charge,  when  received  by  the  bank, 
is  not  a  deposit. 

§  327.213  Assessment  Decision  No. 
113;  loans  and  discounts  suspense  ac¬ 
count.  (a)  Borrowers  will  occasionally 
make  payments  to  be  accumulated  in  a 
so-called  suspense  account  to  be  held 
until  the  maturity  of  an  obligation. 

(b)  The  balance  in  such  an  account  is 
considered  to  be  held  as  collateral  to  the 
indebtedness  and  if  it  meets  the  require¬ 
ments  of  cash  funds  held  as  collateral  to 
indebtedness  as  described  in  §  327.121 
Assessment  Decision  No.  21,  Cash  Funds 
Received  and  Held  as  Security  to  In¬ 
debtedness  to  the  Bank,  the  account  need 
not  be  included  in  the  assessment  base. 

Note:  See  §  327.255  Assessment  Decision 
No.  155,  Suspense  Account. 

§  327.214  Assessment  Decision  No. 
114;  missorts.  (a)  The  term  “missorts” 
is  used  by  many  reporting  banks  to  de¬ 
note  either  or  both  of  the  following : 

(1)  Items  drawn  on  deposit  accoimts 
of  the  reporting  bank,  which  have  been 
improperly  sorted  preparatory  to  their 
posting  to  the  accounts.  These  arise 
through  an  internal  missort  and  are  the 
bank’s  own  items,  often  referred  to  as 
“Us”  or  “Own”  items. 

(2)  Cash  items  drawn  on  other  banks. 
Intermingled  with  those  drawn  on  the 
reporting  bank,  received  in  the  in-clear¬ 
ings,  or  in  cash  letters,  which  are  held 
for  return  to  clearings,  for  collection 
from  the  drawee  bank,  or  return  to  the 
sending  bank.  These  arise  through  im¬ 
proper  sorting  by  the  sending  bank 
which  has  imintentionally  included 
checks  drawn  on  other  banks  with 
checks  drawn  on  the  reporting  bank. 

(b)  The  items  described  under  para¬ 
graph  (a)  (1)  of  this  section  may  be 
deducted  in  their  actual  amount  in  com¬ 
puting  the  assessment  base  if  they  have 
not  been  recorded  to  reduce  deposit 
liabilities. 

(c)  The  items  described  under  para¬ 
graph  (a)  (2)  of  this  section  are  eligible 
for  deduction  as  cash  items.  (See 
§  327.123  Assessment  Decision  No.  23, 
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Cash  Items  Eligible  for  Deduction  as 
Exchanges.) 

§  327.215  Assessment  Decision  No. 
115;  mortgage  loan  payments,  (a) 
Payments  on  principal  and  interest  re¬ 
ceived  by  the  reporting  bank,  on  mort¬ 
gages  owned  by  it,  and  held  in  deposit 
accounts  in  the  reporting  bank  as  secur¬ 
ity  for  later  application  on  the  indebted¬ 
ness,  need  not  be  included  in  the  assess¬ 
ment  base  provided  such  funds  are  not 
subject  to  withdrawal  by  the  mortgagor, 
are  carried  in  a  special  non-interest- 
bearing  account  designated  to  properly 
show  their  purpose,  and  provided  the 
amount  of  the  funds  so  held  do  not 
exceed  the  liability  for  which  they  are 
held  as  security. 

(b)  The  portion  of  payments  received 
by  the  reporting  bank  on  such  mortgage 
loans  accumulated  for  the  purpose  of 
paying  taxes,  insurance,  and  similar 
charges  on  the  mortgaged  property  must 
be  included  in  deposits  for  the  assess¬ 
ment  base.  Such  funds  are  held  in  a 
fiduciary  capacity  and  are  trust  funds 
within  the  meaning  of  our  act.  However, 
if  such  funds  are  deposited  by  the  re¬ 
porting  bank  in  a  trust  account  in  an¬ 
other  insured  bank,  they  are  deductible 
in  accordance  with  section  7  (i)  of  the 
Federal  Deposit  Insurance  Act  and 
§  327.1  (n) .  (See  §  327.263  Assessment 
Decision  No.  163,  Trust  Funds  Deposited 
in  Other  Banks.) 

(c)  CiHiecks  issued  in  payment  of  taxes, 
insurance  premiums,  and  similar 
charges,  from  the  funds  accumulated  for 
the  payment  of  these  items  under  the 
morteage  loans  must  be  included  in  the 
deposit  liabilities  imtil  paid  if  the 
amounts  thereof  are  charged  against  the 
account  at  the  time  the  checks  are  is¬ 
sued.  If  such  checks  are  not  charged 
against  the  account  until  paid  they  need 
not  be  included  in  the  deposit  liabilities 
for  in  this  case  the  entire  amount  of  the 
account  itself  must  be  included  in  the 
deposit  liabilities. 

§  327.216  Assessment  Decision  No. 
116;  mortgage  and  loan  payments  held 
to  apply  on  arrears.  Payments  made  to 
a  bank  by  borrowers  to  be  applied  upon 
principal  and  interest  in  arrears  are  not 
deposits.  However,  if  such  payments 
include  funds  for  the  payment  of  taxes, 
insurance,  etc.,  the  portion  of  the  funds 
so  held  must  be  included  in  deposit 
liabilities  for  assessment  purposes. 

§  327.217  Assessment  Decision  No. 
117;  mortgagee  in  possession  funds,  (a) 
Where  the  bank  operates  a  mortgaged 
property  under  an  assignment  of  rents 
or  operates  it  as  mortgagee  in  possession 
or  through  any  other  means,  all  funds 
received  are  considered  to  be  held  in  a 
fiduciary  capacity  and  must  be  included 
in  deposit  liabilities  until  disbursed 
either  for  payment  of  expenses  or  for 
application  on  the  indebtedness:  Pro¬ 
vided,  however.  That  any  portion  there¬ 
of  held  solely  as  security  for  the  mort¬ 
gage  indebtedness  due  to  the  bank  may 
be  excluded  from  deposits  in  computing 
the  assessment  base  if  such  funds  meet 
all  the  requirements  of  section  7  (a) 
(2)  (ii)  of  the  Federal  Deposit  Insurance 
Act.  (See  §  327.121  Assessment  Deci¬ 
sion  No.  21,  Cash  Funds  Received  and 
No.  95— Part  I - 5 


Held  as  Security  to  Indebtedness  to  the 
Bank.) 

(b)  Officers’  checks  issued  in  payment 
of  expenses  and  taxes  against  the 
mortgaged  properties  must  be  included 
In  deposit  liabilities  until  paid. 

§  327.218  Assessment  Decision  No. 
118;  multiples  of  $100  and  $1,000  in  tabu¬ 
lating  deposits  and  deductions.  A  bank 
may  report  total  deposit  liabilities  and 
deductions  claimed  in  the  nearest  mul¬ 
tiple  of  $100  or  $1,000:  Provided,  how¬ 
ever,  That  the  method  adopted  must  be 
consistently  followed  for  both  base  days 
in  the  semiannual  period  covered  by  the 
Certified  Statement  and  both  deposit 
liabilities  and  deductions  must  be  com¬ 
puted  in  the  same  manner. 

§  327.219  Assessment  Decision  No. 
119;  nonpar  point  items,  (a)  Cash 
items  drawn  on  nonpar  banks  which 
are  payable  upon  presentation  and  which 
the  reporting  bank  has  paid  or  credited 
to  deposit  accounts  subject  to  final  pay¬ 
ment  may  be  considered  as  uncollected 
for  the  actual  time  required  for  collec¬ 
tion.  An  item  which  the  Federal  Reserve 
bank  will  not  accept  as  a  cash  item  but 
will  handle  only  on  a  collection  basis 
may  likewise  be  considered  as  uncol¬ 
lected  for  the  actual  time  required  for 
collection. 

(b)  The  check  or  draft  received  by  the 
reporting  bank  for  such  collections  is 
not  a  cash  item  if  the  bank  paid  or  gave 
credit,  subject  to  final  payment  for  the 
original  items  when  received.  (See 
§  327.138  Assessment  Decision  No.  38, 
Checks  or  Drafts  Received  in  Payment 
of  Cash  Items  Forwarded  for  Collection.) 

Note:  See  §  327.111  Assessment  Decision 
No.  11,  Availability  Schedxile,  Cash  Items. 

§  327.220  Assessment  Decision  No.  120; 
Old  Age  Benefits  Account.  The  balance 
in  a  Federal  Old  Age  Benefits  Account 
derived  from  salaries  of  employees  must 
be  included  in  the  assessment  base.  The 
bank’s  portion  of  these  payments  must 
be  included  in  the  assessment  base  from 
the  time  they  become  due.  If  the  bank 
sets  aside  a  reserve  for  its  share  of  such 
payments  before  they  are  due,  the 
amount  of  the  reserve  so  provided  need 
not  be  included  in  the  assessment  base 
until  the  payments  are  due.  (See 
§  327.267  Assessment  Decision  No.  167, 
Withholding  Taxes.) 

§  327.221  Assessment  Decision  No. 
121;  overdrafts,  (a)  If  the  ledger  con¬ 
trolling  accounts  are  reduced  by  the 
overdrafts,  the  amount  by  which  the 
controlling  accoimts  have  been  reduced 
by  the  overdrafts  must  be  added  to  the 
total  deposit  liabilities  at  the  close  of  the 
base  day  in  determining  the  assessment 
base.  For  example,  if  depositors  with 
credit  balances  have  a  total  of  $1,000,000 
on  deposit  and  total  overdrafts  amount¬ 
ing  to  $5,000  are  deducted  therefrom 
to  arrive  at  a  net  deposit  balance  of 
$995,000  in  the  controlling  account,  it 
is  neces&ry  to  add  $5,000  to  the  con¬ 
trolling  accoimt  to  reflect  the  correct 
total  deposit  liabilities  of  $1,000,000. 

(b)  If  a  depositor  has  two  or  more 
accounts  maintained  in  the  same  right 
and  capacity,  there  must  be  added  back 
to  the  total  of  deposits  only  the  amount 


by  which  the  overdraft  exceeds  the 
credit  balance  in  the  account  or  accounts 
carried  in  the  same  right  and  capacity. 

§  327.222  Assessment  Decision  No. 
122;  participations;  interest.  Cashiers’ 
checl^  issued  to  customers  and  other 
banks  representing  interest  collected  and 
due  them  on  their  participations  in  loans 
allotted  to  them  by  the  bank  or  acquired 
in  any  other  manner  must  be  included 
in  the  deposit  liabilities.  ^ 

§  327.223  Assessment  Decision  No. 
123;  payable  if  desired  at  another  bank. 

(a)  Some  customers  draw  checks  on 
their  bank  with  the  check  bearing  the 
further  notation  that  they  are  payable  if 
desired  at  another  bank.  For  instance, 
the  check  may  be  drawn  on  Bank  A  in 
Chicago,  but  also  payable  at  Bank  B  in 
Los  Angeles.  In  such  cases.  Bank  A  will 
have  a  deposit  with  Bank  B  and  Bank  B 
charges  such  checks  to  Bank  A’s  deposit 
with  them  and  forwards  the  checks  to 
Bank  A.  When  received  by  Bank  A  it 
charges  its  customer’s  account  with  the 
total  amount  thereof  and  credits  its 
balance  with  Bank  B. 

(b)  If  at  the  close  of  business  on  a 

base  day,  in  the  example  above.  Bank  B 
has  paid  checks  on  behalf  of  Bsmk  A  and 
has  charged  them  against  the  deposit 
account  maintained  with  it  by  Bank  A, 
but  Bank  A  has  not  reduced  its  deposit 
liability  for  said  checks.  Bank  A  may 
claim  a  deduction  for  them  in  the  exact 
amount  thereof.  It  is  considered  that 
when  the  funds  of  Bank  A  were  used  to 
pay  the  checks,  that  Bank  A’s  deposit 
liability  was  discharged  and  it  should, 
therefore,  be  permitted  to  reduce  its  de¬ 
posit  liability  even  though  the  “P.  I.  D.” 
items  have  not  been  received  by  it  at  the 
close  of  business  on  the  base  day.  i 

(c)  The  same  arrangement  applies  to 

drafts  drawn  on  a  correspondent  bank 
which  are  paid  by  a  Federal  Reserve 
bank  and  charged  against  the  funds  of 
the  correspondent  bank  on  deposit  in 
the  Federal  Reserve  bank.  If  the  corre- 
six>ndent  bank  has  not  received  the 
drafts  as  of  the  close  of  business  on  the 
base  day  but  its  funds  have  been  used 
for  the  payment  thereof  it  may,  as  in  the 
illustration  above,  claim  a  deduction 
from  its  reported  deposit  liabilities  for 
the  actual  amount  of  such  drafts.  { 

§  327.224  Assessment  Decision  No. 
124;  payable  through  items,  (a)  Cor¬ 
porations  in  some  cases  draw  drafts 
against  an  official  of  the  company,  usu¬ 
ally  its  treasurer,  which  instruments  are 
’’payable  through”  a  certain  bank  or 
banks.  Usually  the  name  or  names  of 
the  bank  or  banks  through  which  they 
are  payable  appear  on  the  face  of  the 
instruments  but  in  some  cases  they  are 
listed  on  the  back. 

(b)  Such  “payable  through”  items  are 
eligible  for  deductions  as  cash  items  if 
all  of  the  requirements  of  a  cash  item  are 
met.  (See  §  327.123  Assessment  Deci¬ 
sions  No.  23,  Cash  Items  Eligible  for 
Deduction  as  Exchanges,  and  No.  166, 
Warrants.) 

§  327.225  Assessment  Decision  No. 
125;  personal  loan  repayments,  (a) 
Repasrments  on  personal  loans  are  gen¬ 
erally  credited  to  a  deposit  accoimt  pend¬ 
ing  application  of  the  funds  to  the  note 
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itself.  These  personal  loans  are  made 
under  a  variety  of  names  such  as,  Per¬ 
sonal  Loans,  Industrial  Loans,  Small 
Loans,  Budget  Savings  Loans,  Thrift 
Loans,  Systematic  Savings  Loans,  etc., 
but  the  same  rulings  are  applicable  to  all 
of  such  installment  loans. 

<b)  Such  repayments  credited  to  a 
deposit  account  for  application  to  the 
notes  are  considered  to  be  held  as  secur¬ 
ity  to  the  indebtedness  and  may,  there¬ 
fore,  be  excluded  from  the  assessment 
base  provided  all  statutory  requirements 
are  met.  (See  §  327.121  Assessment  De¬ 
cision  No.  21,  Cash  Funds  Received  and 
Held  as  Security  to  Indebtedness  to  the 
Bank.) 

§  327.226  'Assessment  Decision  No. 
126;  post  office  money  orders.  Post  oflBce 
money  orders  received  and  paid  or  cred¬ 
ited  to  deposit  accounts  and  which  are 
held  for  clearings  at  the  close  of  business 
on  the  assessment  base  days  or  which 
were  forwarded  for  collection  are  eligi¬ 
ble  for  deduction  as  cash  items.  (See 
S  327.123  Assessment  Decision  No.  23, 
Cash  Items  Eligible  for  Deduction  as 
Exchanges.) 

§  327.227  Assessment  Decision  No. 
127;  Postal  Savings  deposits.  The  Postal 
Savings  Accounts,  the  Postmasters’  Ac¬ 
counts,  and  any  similar  accounts  must 
be  included  in  deposit  liabilities  and  may 
not  be  claimed  as  a  deduction.  This  is 
true  whether  the  accounts  are  secured 
or  unsecured. 

§  327.228  Assessment  Decision  No. 
128;  proceeds  of  loans,  (a)  Cashiers’ 
checks  or  other  forms  of  depx>sits  repre¬ 
senting  the  proceeds  of  loans,  when 
based  upon  promissory  notes  upon  which 
the  recipient  is  primarily  or  secondarily 
liable,  must  be  included  in  the  assess¬ 
ment  base.  This  is  true  whether  the 
loans  are  unsecured  or  are  secured  by 
stocks,  bonds,  mortgages,  or  any  other 
type  of  security. 

(b)  The  only  exception  is  an  official 
check  issued  for  the  proceeds  of  a  loan 
based  upon  a  loan  agreement  which  does 
not  constitute,  or  which  is  not  ac(x>m- 
panied  by,  a  promissory  note.  (See 
§  327.119  Assessment  Decision  No.  19, 
Brokers  Loans.) 

§  327.229  Assessment  Decision  No. 
129;  promissory  notes,  (a)  Any  promis¬ 
sory  note  owned  by  a  bank  is  ineligible 
for  deduction  as  a  cash  item  or  other¬ 
wise.  If  such  a  promissory  note  is  in¬ 
cluded  in  clearings,  or  in  a  cash  letter 
forwarded  for  collection,  no  deduction 
may  be  taken  therefor. 

(b)  If,  in  the  usual  course  of  business, 
a  reporting  bank  receives  a  promissory 
note  and  credits  the  same  to  a  deposit 
account  subject  to  collection  and  for¬ 
wards  it  for  collection  as  a  cash  item  or 
holds  it  for  clearings  and  treats  it  in  all 
respects  the  same  as  any  other  cash 
item,  such  promissory  note  is  eligible  for 
deduction  among  exchanges  provided  all 
other  requirements  of  a  cash  item  are 
met.  (See  §  327.123  Assessment  Deci¬ 
sion  No.  23,  Cash  Items  Eligible  for  De¬ 
duction  as  Exchanges.) 

§  327.230  Assessment  Decision  No. 
130;  public  funds,  (a)  All  pubUc  funds 
whether  secured  or  imsecured  and  re¬ 


gardless  of  the  amount  thereof  must  be 
included  in  the  deposits  for  the  assess¬ 
ment  base  and  may  not  be  claimed  as 
deductions.  This  is  true  of  every  type 
of  public  account  regardless  of  their 
source  or  the  fact  that  they  represent 
funds  transferred  or  deposited  by  the 
United  States  Treasury  or  any  depart¬ 
ment,  agency,  instrumentality  or  official 
of  the  Government,  or  by  a  State,  county, 
municipality,  school,  or  any  other  politi¬ 
cal  subdivision,  including  the  Treasury 
Tax  and  Loan  Account  formerly  known 
as  War  Loan  Deposit  Account. 

(b)  The  fact  that  public  funds  are 
secured  by  collateral,  by  State  guaranty, 
or  otherwise,  does  not  exempt  them  from 
assessment. 

Note:  See  S  327.261  Assessment  Decision 
No.  161,  Treasiiry  Tax  and  Loan  Account. 

§  327.231  Assessment  Decision  No. 
131;  real  estate  owned,  (a)  Funds  re¬ 
ceived  by  a  bank  in  connection  with  the 
operation  of  its  wholly  owned  real  estate 
need  not  be  included  in  the  deposit  lia¬ 
bilities,  and,  if  included  in  reported  de¬ 
posits  on  the  Certified  Statement,  may 
be  deducted.  The  same  is  true  of  checks 
issued  in  the  operation  of  the  property. 

(b)  Funds  received  in  connection  with 
the  operation  of  real  estate  not  wholly 
owned  by  the  bank  must  be  included  in 
deposit  liabilities.  (See  §  327.217  Assess¬ 
ment  Decision  No.  117,  Mortgagee  in 
Possession  Funds.) 

§  327.232  Assessment  Decision  No. 
132;  rebate  of  discount  on  loans.  Checks 
Issued  for  rebate  of  discount  on  loans 
paid  off  before  maturity  and  charged  to 
imearned  discount  need  not  be  included 
in  deposit  liabilities  because  they  repre¬ 
sent  checks  issued  in  the  conduct  of  the 
bank’s  own  business. 

§  327.233  Assessment  Decision  No. 
133;  reciprocal  bank  balances.  The  re¬ 
porting  bank  must  include  opposite 
Item  A  on  its  Certified  Statements  the 
gross  amount  of  deposits  due  to  all  other 
banks  as  shown  by  its  books  at  the  close 
of  business  on  the  base  days.  It  may 
deduct  from  the  deposit  balance  due  to 
an  insured  bank  the  deposit  balance  due 
from  such  insured  bank  (other  than 
trust  funds  deposited  by  it  in  such 
bank)  which  is  subject  to  immediate 
withdrawal.  Such  deduction  may  be 
made  opposite  the  designation  “Re¬ 
ciprocal  Bank  Balances’’  on  the  Certified 
Statement.  An  explanation  of  the  com¬ 
putation  of  this  deduction  and  examples 
follow: 

(a)  A  reciprocal  bank  balance  eligible 
for  deduction  arises  in  those  instances 
where  the  reporting  bank  has  a  deposit 
balance  due  to  another  insured  bank  and 
a  deposit  balance  due  from  the  same 
insured  bank,  disregarding  for  this  pur¬ 
pose  balances  representing  deposits  of 
trust  funds.  The  reporting  bank  must 
include  in  the  total  of  its  deposit  liabili¬ 
ties  for  assessment  purposes  the  total 
of  its  deposit  liabilities  to  the  other  in¬ 
sured  bank  at  the  time  of  the  closing  of 
its  books  on  the  base  day.  It  may  deduct 
from  such  total  deposit  habilities  the 
amount  of  the  deposit  balance  dpe  from 
such  other  insured  bank  but  not  in  an 
amount  in  excess  of  the  balance  due  to 
such  insured  bank.  In  other  words. 


where  the  “due  to**  balance  is  the  larger 
of  the  two  balances,  the  deduction  is 
limited  to  the  amount  of  the  “due  from” 
balance;  where  the  “due  to’’  balance  is 
the  smaller  of  the  two  balances,  the  de¬ 
duction  is  limited  to  the  amount  of  the 
“due  to”  balance.  For  the  purpose  of 
computing  the  reciprocal  bank  balance 
deduction  the  balances  used  must  be  sub¬ 
ject  to  immediate  withdrawal.  'This 
means  that  items  in  the  process  of  collec¬ 
tion  must  be  excluded  from  the  computa¬ 
tions  of  both  the  “due  from”  and  “due 
to”  balances  as  shown  on  the  books  of 
the  reporting  bank;  any  uncollected 
items  charged  to  the  “due  from”  account 
should  be  subtracted  from  the  book  bal¬ 
ance;  any  uncollected  items  credited  to 
the  “due  to”  account  should  be  sub¬ 
tracted  from  the  book  balance.  Any 
outstanding  unpaid  draft  credited  to  the 
“due  from”  account  may  be  added  back 
to  the  book  balance  to  show  the  actual 
collected  balance  due  from  the  other  in¬ 
sured  bank  in  computing  this  deduction. 

(b)  Illustrations  of  the  computations 
of  such  balances  and  applicable  deduc¬ 
tions  are  given  below: 

Example  /.  Assume  that  Bank  A,  the  re¬ 
porting  bank,  shows  on  its  books  a  balance 
due  to  Bank  B,  another  insured  bank,  of 
$50,000.  It  also  shows  on  its  books  a  balance 
due  from  Bank  B  in  the  amount  of  $25,000. 
Bank  A  must  include  in  its  deposit  liabilities 
on  the  Certified  Statement  the  $50,000  due 
to  Bank  B  and  if  both  balances  are  subject 
to  immediate  withdrawal,  a  deduction  of 
$25,000  may  be  claimed  on.  the  Certified 
Statement. 

However,  assume  that  Included  in  the 
$50,000  balance  in  the  “due  to’’  account  was 
a  credit  of  $15,000  representing  items  drawn 
on  other  banks  which  remain  uncollected  at 
the  close  of  the  base  day.  In  computing  its 
eligible  deduction  for  reciprocal  bank  bal¬ 
ances.  this  $15,000  must  be  subtracted  to 
arrive  at  the  net  balance  subject  to  immedi¬ 
ate  withdrawal,  of  $35,000. 

Assume  further  that  Bank  A  drew  a  draft 
on  Bank  B  in  the  amount  of  $5,000  which  was 
outstanding  on  the  base  day  and  that  this 
$5,000  had  been  credited  to  the  “due  from” 
account  having  a  balance  of  $25,000.  The 
$5,000  unpaid  draft  may  be  added  to  this 
$25,000  balance  thus  increasing  it  to  the 
actual  balance  subject  to  Immediate  with¬ 
drawal  of  $30,000.  The  eligible  deduction 
for  reciprocal  bank  balances  in  this  example 
is  $30,000,  that  is,  the  lesser  of  the  two 
balances  subject  to  immediate  withdrawaL 
•  Example  II.  Assume  that  Bank  A,  the  re¬ 
porting  bank,  shows  on  its  books  a  balance 
due  to  Bank  B,  another  insured  bank,  in 
an  amount  less  than  the  “due  from’’  balance, 
the  balance  due  to  Bank  B  being  $75,000. 
It  also  shows  on  its  books  a  balance  due 
from  Bank  B  in  the  amount  of  $100,000. 
Bank  A  must  include  in  its  deposit  liabili¬ 
ties  on  the  Certified  Statement  the  $75,000 
due  to  Bank  B  and  if  both  balances  are 
subject  to  immediate  withdrawal  the  bank 
may  claim  a  deduction  of  $75,000  on  the 
Certified  Statement. 

However,  assume  that  Included  in  the 
$75,000  due  to  Bank  B  was  a  credit  made 
on  the  base  day  of  $10,000  and  a  credit  of 
$5,000  made  on  the  previous  day  and  that 
both  credits  represent  items  drawn  on  other 
banks  which  remain  uncollected  at  the 
closing  of  the  books  on  the  base  day.  In 
computing  its  eligible  deductions  for  recipro¬ 
cal  bank  balances,  this  $15,000  must  be  sub¬ 
tracted  to  arrive  at  a  net  “due  to”  balance 
subject  to  immediate  withdrawal  of  $60,000. 
The  eligible  deduction  for  reciprocal  bank 
balances  is  $60,000,  that  is,  the  lesser  of  the 
two  collected  balances  subject  to  immediate 
withdrawal. 
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§  327.234  Assessment  Decision  No. 
134;  records  necessary,  (a)  Section  7 

(a)  of  the  Federal  Deposit  Insurance  Act 
of  1950,  requires  each  insmed  bank,  as 
a  condition  to  the  right  to  make  any 
deduction  or  exclusion  in  determining  its 
assessment  base,  to  maintain  such  rec¬ 
ords  as  will  readily  permit  verification 
of  the  correctness  thereof.  For  this  pur¬ 
pose  the  Corporation  has  prepared  Form 
555,  entitled  “Tabulation  of  Assessment 
Base”.  This  form  must  be  completed 
and  maintained  by  every  insured  bank 
for  the  four  assessment  base  days  in 
each  year  and  be  supported  by  adequate 
records  to  permit  verification  of  all 
figures. 

(b)  Included  in  the  data  which  must 
be  maintained  are  records  supporting 
deductions  for  cash  items.  If  the  alter¬ 
nate  (bb)  method  of  claiming  deductions 
for  cash  items  is  used  the  reporting  bank 
must  maintain  records  to  show  the  por¬ 
tions  of  collection  letters  sent  on  days 
preceding  the  base  days  which  remain 
uncollected  at  the  close  of  business  on 
the  base  day. 

(c)  Section  7  (g)  of  the  Federal  De¬ 
posit  Insurance  Act  of  1950,  provides  that 
no  action  or  proceeding  may  be  brought 
for  the  recovery  of  any  assessments  on 
deposits  for  any  year  prior  to  1945. 
Therefore,  insofar  as  assessment  require¬ 
ments  are  concerned,  an  insured  bank 
need  not  retain  any  assessment  records 
for  any  year  prior  to  the  year  1945. 

(d)  The  records  necessary  to  support 
the  assessment  base  for  the  year  1945, 
and  subsequent  years,  should  be  retained 
indefinitely  by  the  insured  bank  except 
where  a  field  audit  of  the  assessment  rec¬ 
ords  of  an  insured  bank  has  been  made 
by  the  Corporation,  and  the  necessary 
adjustments  of  the  assessment  imder 
such  audit  have  been  made,  the  insured 
bank  need  not  thereafter  retain  any 
assessment  records  in  support  of  its 
Certified  Statements  through  the  date  of 
the  audit. 

§  327.235  Assessment  Decision  No. 
135;  records  destroyed  accidentally.  If 
the  records  of  a  bank  are  destroyed  by 
fire,  flood,  or  other  causes  beyond  its  con¬ 
trol,  the  assessment  base  for  the  period 
or  periods  concerned  must  be  determined 
from  all  available  sources  and  supported 
by  whatever  evidence  is  available  and 
pertinent. 

§  327.236  Assessment  Decision  No. 
136;  redemption  checks.  When  a  check 
previously  taken  to  clearings  by  the 
reporting  bank  is  returned  to  said  re¬ 
porting  bank  because  of  insufificient 
funds  in  the  drawer’s  account  in  the 
receiving  bank  or  for  any  other  reason, 
and  the  reporting  bank  issues  a  redemp¬ 
tion  check  on  itself  in  payment  therefor, 
such  redemption  check  must  be  included 
in  deposits  for  the  assessment  base.  The 
bank  which  returns  a  check  because  of 
insuflBcient  funds  or  for  any  other  rea¬ 
son  and  receives  a  redemption  check 
therefor  may  not  treat  such  redemption 
check  as  a  cash  item  or  claim  a  deduction 
for  it  in  any  manner. 

§  327.237  Assessment  Decision  No. 
137;  refunds  of  assessments,  (a)  An 
overpayment  of  an  assessment  made  by 
an  insured  bank  is  normally  credited  to 


its  account  and  left  to  apply  upon  the 
assessment  next  becoming  due.  How¬ 
ever,  upon  request  from  the  bank  a  re¬ 
fund  will  be  made  of  the  overpayment  of 
assessment. 

(b)  An  assessment  credit,  that  is,  the 
statutory  credit  allowed  annually  based 
upon  the  net  assessment  income  for  the 
preceding  calendar  year,  cannot  be  re¬ 
funded  to  operating  banks  since  section  7 
(d)  of  the  Federal  Deposit  Insurance  Act 
specifically  provides  that  assessment 
credits  shall  be  applied  upon  future  as¬ 
sessments.  However,  where  the  insured 
status  of  a  bank  has  been  terminated, 
refunds  of  all  credits,  including  assess¬ 
ment  credits,  will  be  made  to  the  insured 
bank  after  all  requirements  in  respect  to 
assessments  and  the  termination  of  its 
insured  status  have  been  met.  In  lieu 
of  a  refund,  a  bank  whose  deposit  liabili¬ 
ties  have  been  assumed  by  another  in¬ 
sured  bank  may  assign  its  unused  credits 
to  the  assuming  bank  after  all  require¬ 
ments  on  assessments  and  the  termina¬ 
tion  of  its  insured  status  are  met. 

§  327.238  Assessment  Decision  No. 
138;  remittance  account,  (a)  Under  the 
Federal  Deposit  Insurance  Act,  the  bank 
may  exclude  from  its  assessment  base 
drafts  drawn  by  it  on  deposit  accounts  in 
other  banks  when  issued  in  the  regular 
course  of  business  and  the  amount  of  any 
advices  or  authorizations  issued  for  cash 
letters  received  directing  that  its  deposit 
account  in  the  sending  bank  be  charged 
with  the  amount  thereof. 

(b)  It  is  sometimes  the  practice  for  a 
bank  to  receive  a  cash  letter  on  one  day, 
credit  the  amount  thereof  to  a  “remit¬ 
tance  account”  on  that  day,  and  the  fol¬ 
lowing  day  issue  a  draft  or  an  advice  in 
payment  therefor.  In  such  cases,  the 
“remittance  account”  representing  the 
liability  of  the  bank  for  a  cash  letter  re¬ 
ceived  must  be  included  in  deposits  for 
assessment  purposes.  It  should  be  noted 
in  this  connection  that  the  exemption 
under  the  act  applies  only  to  drafts  and 
the  amount  of  any  advices  issued  in  pay¬ 
ment  of  the  cash  letters  received;  it  does 
not  extend  to  the  bank’s  liability  for  such 
letters  pending  the  issuance  of  the  draft 
or  advice. 

(c)  A  similar  situation  exists  where 
some  of  the  items  received  by  the  bank 
are  drawn  on  one  of  its  branches  and 
payment  for  the  letter  is  delayed  for 
one  or  more  days  pending  determination 
of  whether  the  items  drawn  on  the 
branches  will  be  finally  paid.  'The  lia¬ 
bility  of  the  bank  for  the  cash  letters 
received  must  be  included  in  the  assess¬ 
ment  base  pending  the  issuance  of  the 
draft  or  advice  in  payment  therefor. 

§  327.239  Assessment  Decision  No. 
139;  rent  security  deposits,  (a)  Deposits 
made  with  the  bank  by  a  tenant  for  se¬ 
curity  under  a  lease  on  real  estate  owned 
by  the  bank  must  be  included  in  the 
assessment  base. 

(b)  If  the  funds  deposited  by  the 
tenant  secure  past  due  rent  and  the 
funds  are  received  solely  for  the  purpose 
of  securing  such  liability  to  the  bank,  are 
not  subject  to  withdrawal  by  the  obligor 
and  are  carried  in  a  special  non-interest- 
bearing  account  designated  to  properly 
show  their  purpose  and  the  amoxmt  of 
the  funds  do  not  exceed  the  liability  for 


which  they  are  held  as  security  they 
would  be  exempt  from  assessment.  How¬ 
ever,  such  funds  would  rarely  meet  these 
requirements  because  the  deposit  of 
money  is  usually  made  to  protect  the 
bank  against  loss  on  rent  not  yet  due. 
Therefore,  in  the  absence  of  any  actual 
liability  to  the  bank,  the  rent  security 
deposits  would  be  subject  to  assessment. 

(c)  Deposits  made  with  the  bank  by  a 
tenant  for  security  for  rental  due  on  real 
estate  operated  by  the  bank  as  agent, 
mortgagee  in  possession,  or  any  other 
capacity  other  than  as  owner  must  be 
included  in  deposits  for  assessment  pur¬ 
poses  under  all  circumstances. 

§  327.240  Assessment  Decision  No. 
140;  retirement  fund  for  hank  em¬ 
ployees.  (a)  The  contributions  made  by 
employees  to  a  retirement  fund,  main¬ 
tained  by  the  bank,  must  be  included 
in  deposit  liabilities  for  assessment  pur¬ 
poses.  The  contributions  to  the  fund 
made  by  the  bank  itself  must  also  be  in¬ 
cluded  in  the  assessment  base  if  the  «n- 
ployees  have  a  vested  interest  therein. 

(b)  Where  a  bank  carries  a  reserve 
account  for  the  purpose  of  increasing 
retirement  payments  to  employees  under 
certain  conditions  the  balance  in  such 
an  account  need  not  be  included  in  de¬ 
posit  liabilities  unless  the  employees 
have  a  vested  interest  in  the  account. 
In  the  absence  of  such  vested  interest 
therein,  the  balance  of  the  reserve  ac¬ 
count  is  considered  to  be  the  bank’s  own 
funds,  as  are  other  contingent  reserves 
of  the  bank.  Occasionally  this  t3T)e  of 
a  reserve  is  set  up  by  banks  out  of  their 
own  funds  to  continue  retirement  pay¬ 
ments  to  employees  after  their  benefits 
from  the  regular  retir«nent  fund  have 
been  depleted. 

(c)  In  some  cases,  the  funds  received 
from  employees’  salaries  and  from  con¬ 
tributions  by  the  bank  are  used  for  the 
payment  of  premiums  to  an  insurance 
company  for  annuity  policies  for  em¬ 
ployees.  The  funds  deducted  from  sala¬ 
ries  of  employees  must  be  Included  in 
the  assessment  base.  The  portion  of  the 
premium  payable  by  the  bank  need  not 
be  included  in  the  assessment  base  as  it 
constitutes  expense  of  the  bank  and  un¬ 
der  such  a  tsrpe  of  retirement  fund  the 
employees  do  not  have  a  vested  interest 
in  the  money  used  by  the  bank  for  the 
payment  of  the  premium.  There  may 
be  cases  where  the  bank  has  established 
a  reserve  fund  with  vrhich  to  pay  the 
premiums  and  the  deductions  from  em¬ 
ployees’  salaries  is  a  rei>ayment  to  the 
bank  of  advances  made  on  their  behalf. 
In  such  a  case,  the  reserve  balance  would 
not  be  subject  to  assessment  except  to 
the  extent,  if  any,  that  it  included  funds 
belonging  to  employees  to  be  used  for 
the  i>ayment  of  premiums. 

§  327.241  Assessment  Decision  No. 
141;  returned  checks,  (a)  Checks  drawn 
on  the  reporting  bank  and  received  by  it 
in  clearings  or  in  cash  letters,  and  re¬ 
turned  unpaid  to  the  bank  from  which 
received,  are  not  eligible  for  deduction 
as  cash  items  or  otherwise. 

(b)  An  example  of  such  a  check  is  one 
received  in  a  cash  letter  on  the  base  day 
and  which  is  returned  to  the  sending 
bank  because  of  “insufficient  funds”. 
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Such  a  check  is  ineligible  for  deduction 
by  the  reporting  bank. 

<c)  Another  example  is  a  check  re¬ 
ceived  in  clearings  on  the  base  day  which 
is  held  at  the  close  of  business  to  be 
returned  at  the  clearings  the  following 
day.  Such  a  check  is  not  eligible  for 
deduction,  nor  is  a  redemption  check 
received  in  lieu  thereof  eligible  for 
deduction. 

(d)  When  a  check  is  returned  directly 
to  the  bank  of  original  credit  or  payment, 
through  the  use  of  a  multiple  draft  and 
the  original  of  such  draft  is  sent  through 
regular  channels  as  a  cash  collection, 
such  draft  is  not  a  cash  item  eligible  for 
deduction  by  the  issuing  bank.  (See 
§  327.255  Assessment  Decision  No.  155, 
Suspense  Account.) 

§  327.242  Assessment  Decision  No. 
142;  safety  deposit  "box  taxes.  Amounts 
collect^  as  taxes  on  safety  deposit  boxes 
must  be  Included  in  the  deposits  for  the 
assessment  base  until  paid  to  the  United 
States  Treasury  or  its  Fiscal  Agent. 

S  327.243  Assessment  Decision  No. 
143;  safety  deposit  key  deposits.  Funds 
paid  into  a  bank  as  a  deposit  against  keys 
for  safety  deposit  boxes  which  actually 
represent  the  purchase  price  of  the  keys 
need  not  be  included  in  deposit  liabili¬ 
ties,  even  though  the  bank  agrees  to 
repurchase  such  keys  by  refunding  the 
money  on  demand  by  the  customer. 

§  327.244  Assessment  Decision  No. 
144;  sale  or  other  disposition  of  bank’s 
own  assets.  Any  instrument  received  by 
a  bank  in  payment  of  or  arising  from  the 
sale  or  other  disposition  of  any  of  its 
assets  is  ineligible  for  deduction  as  a  cash 
item.  This  includes  checks  or  drafts  re¬ 
ceived  from  the  sale  of  the  bank’s  own 
securities,  from  the  sale  of  mortgages 
owned  by  the  bank,  from  the  sale  of 
bank  owned  real  estate,  and  all  similar 
transactions.  It  also  refers  to  checks  or 
drafts  received  for  the  redemption  of 
any  securities  owned  by  the  bank.  (See 
footnote  11.)  (See  §  327.123  Assessment 
Decision  No.  23.  Cash  Items  Eligible  for 
Deduction  as  Exchanges.) 

§  327.245  Assessment  Decision  No. 
145;  savings  accounts;  investment  of 
trust  funds.  Only  trust  funds  deposited 
by  the  fiduciary  bank  in  another  insured 
iMtnk  may  be  claimed  as  a  deduction  from 
the  deposits  for  the  assessment  base  by 
the  fiduciary  bank.  Any  funds  deposited 
in  an  uninsured  bank  must  be  included 
in  the  deposits  for  the  assessment  base, 
and  may  not  be  claimed  as  a  deduction 
even  if  the  deposits,  under  applicable 
law,  are  legal  trust  investments.  Classi¬ 
fication  of  such  fimds  by  a  State  as  “in¬ 
vestments”  does  not  change  their  status 
as  deposits  for  assessment  purposes  but 
merely  places  such  deposits  in  the  cate¬ 
gory  of  permissible  investments  for  trust 
funds.  (See  §  327.263  Assessment  Deci- 


“This  was  not  the  rule  In  computing  as- 
eessments  from  July  1,  1960,  through  Decem¬ 
ber  31,  1953,  but  is  effective  from  the  March 
31,  1954,  base  day.  See  definition  of  cash 
Item  In  the  amended  rules  and  regulations, 
effective  March  30,  1954,  1327.1  (b),  and 
footnote  6  to  5  327.123  A^ssment  Decision 
No.  23,  Cash  Items  Eligible  for  Deduction  as 
Exchanges. 


Sion  No.  163,  Trust  Funds  Deposited  in 
Other  Banks.) 

§  327.246  Assessment  Decision  No. 
146;  secured  deposits.  A  deposit  secured 
by  a  pledge  of  securities,  by  a  State  guar¬ 
anty,  or  in  any  other  manner  must  be 
included  in  deposits  for  the  assessment 
base  and  may  not  be  claimed  as  a  deduc¬ 
tion.  For  the  purpose  of  Federal  De¬ 
posit  Insurance  assessments,  no  distinc¬ 
tion  is  made  between  secured  and  unse¬ 
cured  deposits. 

1  327.247  Assessment  Decision  No. 
147;  securities  purchased  for  customers. 
Funds  received  by  a  bank  to  be  used  for 
the  purchase  of  securities  for  the  account 
of  customers  must  be  included  in  the 
deposit  liabilities  for  assessment  pur¬ 
poses  until  disbursed  by  the  bank  in  pay¬ 
ment  of  said  securities,  except  where  the 
bank  contracts  to  deliver  specified  secu¬ 
rities  at  a  certain  price.  In  this  case, 
the  title  to  the  funds  would  pass  to  the 
bank  upon  receipt  thereof. 

§  327.248  Assessment  ■  Decision  No. 
148;  securities  purchased  for  bank’s  own 
account.  Cashiers’  and  other  oflBcers’ 
checks  issued  for  the  purchase  of  secu¬ 
rities  for  the  bank’s  own  account  need 
not  be  included  in  the  deposit  liabilities. 

§  327.249  Assessment  Decision  No. 
149;  securities  purchased  for  customers’ 
collateral,  (a)  Cashiers’  and  other  of¬ 
ficers’  checks  issued  by  the  bank  and 
charged  against  the  customer’s  collateral 
funds  for  the  purchase  of  securities  to 
be  held  as  substituted  collateral  to  the 
indebtedness  are  exempt  from  assess¬ 
ment  if  the  funds  so  used  meet  the 
requirements  of  cash  funds  held  as  secu¬ 
rity  to  indebtedness.  (See  §  327.121  As¬ 
sessment  Decision  No.  21,  Cash  Funds 
Received  and  Held  as  Security  to.  In¬ 
debtedness  to  the  Bank.)  Such  checks 
acquire  the  exempt  status  of  the  collat¬ 
eral  funds  they  represent  pending  tran¬ 
sition  into  the  substituted  collateral. 

(b)  However,  such  an  oflBcial  check 
issued  in  returning  cash  collateral  to  the 
borrower  must  be  included  in  the  assess¬ 
ment  base.  In  this  case  the  funds  are 
not  in  a  transition  state  but,  instead, 
have  been  released  as  collateral  security. 

§  327.250  Assessment  Decision  No. 
150;  securities  sold  for  customers.  Net 
credit  balances  due  to  customers  for  se¬ 
curities  sold  in  their  behalf  are  held  in 
a  fiduciary  capacity  and  must  be  in¬ 
cluded  in  deposits  for  the  assessment 
base.  This  includes  oflBcers’  checks  or 
bond  managers’  checks  issued  repre¬ 
senting  the  proceeds  of  such  sales,  which 
checks  must  be  included  in  the  assess¬ 
ment  base  if  outstanding  on  base  days. 

§  327.251  Assessment  Decision  No. 
151;  Series  E  bonds  paid  or  credited  to 
deposit  accounts,  (a)  Series  E  bonds 
and  similar  bonds  paid  or  credited  to  a 
deposit  account  by  the  reporting  bank 
are  eligible  for  deduction  as  cash  items 
provided  they  meet  all  the  requirements 
of  a  cash  item.  (See  §  327.123  Assess¬ 
ment  Decision  No.  23,  Cash  Items  Eligi¬ 
ble  for  Deduction  as  Exchanges.) 

(b)  However,  no  deduction  may  be 
claimed  for  bonds  accumulated.  »For  in¬ 
stance,  if  the  bank  uses  the  alternate 
(aa)  method  of  claiming  deductions  for 


cash  items,  a  deduction  may  be  taken 
only  for  the  bonds  received  on  the  assess¬ 
ment  base  day  which  are  held  for  clear¬ 
ings  at  the  close  of  business  on  said  day 
or  which  are  forwarded  for  collection  on 
said  day.  No  deductions  may  be  taken 
for  the  bonds  received  on  prior  days  and 
accumulated  to  be  forwarded  at  the  end 
of  the  month  or  at  other  intervals. 

(c)  The  same  rules  apply  to  War  Sav¬ 
ings  stamps  paid  or  credited  to  deposit 
accounts. 

§  327.252  Assessment  Decision  No. 
152;  Social  Security  taxes.  Social  Se¬ 
curity  taxes  deducted  from  employees’ 
salaries,  as  well  as  contributions  made 
by  the  reporting  bank  itself  for  its  por¬ 
tion  of  the  tax  liability  must  be  in¬ 
cluded  in  the  assessment  base.  The  con¬ 
tributions  of  the  bank  itself,  however, 
are  not  subject  to  assessment  until  actu¬ 
ally  due  from  the  bank,  so  any  reserve 
of  the  bank  for  the  payment  of  its  share 
of  the  Social  Security  taxes  when  they 
become  due  is  not  subject  to  assessment, 

§  327.253  Assessment  Decision  No. 
153;  special  purpose  deposits.  Deposits 
made  for  special  purposes  are  required 
to  be  included  in  deposits  for  the  assess¬ 
ment  base.  An  example  of  a  special  pur¬ 
pose  deposit  is  the  deposit  of  funds  by  a 
company  for  the  payment  of  a  dividend 
on  its  stock  or  for  the  redemption  of  its 
bonds. 

§  327.254  Assessment  Decision  No. 
154;  statute  of  limitations,  (a)  The  Fed¬ 
eral  Deposit  Insurance  Act  provides  a 
statute  of  limitations  in  respect  to  assess¬ 
ments  (sec.  7  (g)).  The  statute  pre¬ 
scribes  a  limitation  of  five  years  (1)  on 
suits  brought  by  the  Corporation  for  the 
recovery  of  any  assessment  due  it,  and 
(2)  on  suits  brought  by  a  bank  for  the 
recovery  of  any  overpayment  of  assess¬ 
ments.  This  statute  of  limitation  begins 
to  run  against  the  Corporation  at  the 
time  the  assessment  is  due,  except  where 
the  Certified  Statement  is  intentionally 
false  or  fraudulent,  then  the  statute  does 
not  begin  to  run  until  the  Corporation 
has  actual  knowledge  that  the  Certified 
Statement  is  false  or  fraudulent. 

(b)  'The  failure  to  claim  a  deduction 
for  cash  items,  or  to  use  the  more  favor¬ 
able  alternate  method  in  claiming  the 
deductions,  does  not  constitute  an  over¬ 
payment  within  the  meaning  of  the 
above  statute.  The  regulations  permit  a 
bank,  within  two  years  from  the  date  on 
which  a  Certified  Statement  was  required 
to  be  filed,  to  file  an  amended  Certified 
Statement  for  the  purpose  of  changing 
to  the  other  alternate  method  of  claiming 
deductions  for  cash  items,  or  to  file  an 
amended  Certified  Statement  claiming 
deductions  for  cash  items  when  none 
were  claimed  on  the  original  Certified 
Statement  (§  327.1  (j)).  (See  §  327.130 
Assessment  Decision  No.  30,  Cash 
Items  Deductions,  Change  in  Alternate 
Method.) 

§  327.255  ’Assessment  Decision  No. 
155;  Suspense  account,  (a)  The  nature 
of  the  items  comprising  a  “Suspense” 
account  determines  whether  the  account 
is  subject  to  assessment.  Frequently,  the 
account  represents  a  variety  of  items  and 
the  general  test  is  whether  the  funds 
belong  absolutely  to  the  bank,  in  which 
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case  they  are  not  subject  to  assessment, 
or  whether  they  are  customers’  funds, 
in  which  case  they  must  be  included  in 
the  assessment  base. 

(b)  There  is  a  special  type  of  Suspense 
account  in  use  in  some  banks  in  connec¬ 
tion  with  a  plan  for  the  direct  return  of 
unpaid  items.  The  drawee  bank  returns 
an  unpaid  item  direct  to  the  originatingr 
bank,  that  is.  the  bank  where  the  check 
was  originally  paid  or  credited  to  a  de¬ 
posit  account.  A  multiple  draft  is  drawn 
for  the  amount  of  the  unpaid  check  and 
one  copy  is  forwarded  directly  to  the 
originating  bank  as  a  transmittal  letter 
with  the  unpaid  check  attached.  The 
original  of  this  draft  is'  forwarded  for 
collection  by  the  drawee  bank  through 
regular  collection  channels.  Upon  re¬ 
ceipt  of  the  unpaid  check  the  originating 
bank  reverses  the  credit  which  it  gave 
to  its  customer  or  collects  the  amount 
of  the  check  from  its  customer  and  cred¬ 
its  the  Suspense  account  with  the 
amount  thereof.  This  Suspense  account 
which  records  the  total  amount  of  such 
unpaid  checks  until  the  collection  draft 
is  received  and  charged  thereto,  must  be 
included  in  the  assessment  base.  The 
collection  draft  drawn  by  the  returning 
bank  and  sent  through  regular  channels 
for  collection  is  not  a  cash  item  eligible 
for  deduction  by  the  returning  bank. 
(See  §  327.241  Assessment  Decision  No. 
141,  Returned  Checks.) 

§  327.256  Assessment  Decision  No. 
156;  syndicate  deposits,  (a)  A  syndicate 
deposit  account  is  often  maintained  by 
large  banks  consisting  of  funds  intended 
for  use  in  group  underwritings  of  se¬ 
curity  issues. 

(b)  The  portion  of  the  balance  in  this 
account  representing  fimds  deposited  by 
others,  such  as  investment  concerns 
and  other  banks,  for  a  participation  in 
security  issues,  must  be  included  in  de¬ 
posit  liabilities  until  the  funds  are  dis¬ 
bursed  by  the  bank  in  the  actual  pur¬ 
chase  of  the  securities.  Likewise  any 
undisbursed  portion  of  the  accoimt  be¬ 
longing  to  participants  must  be  included 
in  the  assessment  base. 

(c)  Funds  deposited  by  other  partici¬ 
pants  in  a  proposed  purchase  of  security 
issues  are,  from  an  assessment  stand¬ 
point,  no  different  than  a  deposit  made 
in  the  bank  for  any  other  purpose. 

(d)  If  the  terms  of  the  syndicate 
s^eement  provide  that  the  bank  in 
which  the  fimds  are  deposited  is  also  re¬ 
quired  to  deposit  its  pro  rata  share  to 
the  credit  of  the  syndicate,  and  the  bank 
actually  deposits  such  funds  to  the  credit 
of  the  ssmdicate,  the  funds  are  then  un¬ 
der  the  direction  and  control  of  the 
syndicate,  and  the  funds  contributed  by 
the  bank  of  deposit  itself  must  also  be 
included  in  deposit  liabilities  in  the  same 
manner  as  the  funds  deposited  by  others. 
However,  if  the  agreement  provides  that 
the  participating  bank  in  which  the 
funds  are  deposited  is  merely  required 
to  deposit  such  funds  at  a  future  date, 
then,  and  until  such  time  as  a  deposit 
is  actually  made  to  the  credit  of  the 
syndicate,  the  funds  which  it  has  agreed 
to  furnish  do  not  constitute  a  de¬ 
posit  liability  for  assessment  purposes. 
Whether  the  portion  of  the  funds  con¬ 
tributed  by  the  bank  of  deposit  itself 


are  assessable  will  depend  upon  the 
terms  of  the  agreement  in  each  case. 

§  327.257  Assessment  Decision  No. 
157;  Time  Schedule  of  Federal  Reserve 
bank,  (a)  A  cash  item  shall  not  be 
considered  as  uncollected  at  the  close  of 
business  on  the  base  day  if  such  item  has 
been  outstanding  for  a  period  in  excess 
of  the  time  from  the  date  the  cash  item 
is  paid  or  credited  to  a  deposit  account 
to  the  date  of  receipt  in  the  usual  course 
of  business  by  the  correspondent  bank 
to  which  the  item  is  forwarded  for 
collection  plus  the  collection  time  al¬ 
lowed  by  the  Federal  Reserve  Time 
Schedule  for  the  district  in  which  the 
correspondent  bank  is  located.  Each 
Federal  Reserve  bank  issues  a  Time 
Schedule  and  the  items  may  not  be  con¬ 
sidered  as  uncollected  for  longer  than 
the  time  set  out  therein  plus  the  time 
of  transmittal  to  the  Federal  Reserve 
Bank. 

(b)  The  bank  is  not  required  to  clear 
its  items  through  the  Federal  Reserve 
banks  and  the  Federal  Reserve  Time 
Schedule  is  merely  used  as  the  maximum 
eligible  deduction  time.  If  collection  is 
effected  in  less  time  than  allowed  by  the 
Federal  Reserve  Time  Schedule  the  ac¬ 
tual  time  of  collection  is  the  maximum 
time  for  which  the  item  may  be  consid¬ 
ered  uncollected.  In  other  words,  the 
time  an  item  may  be  considered  uncol¬ 
lected  is  the  actual  collection  time  or 
the  Federal  Reserve  Time  Schedule, 
whichever  is  the  lesser. 

(c)  The  Federal  Reserve  Time  Sched¬ 
ule  pertains  only  to  items  which  the 
Federal  Reserve  banks  will  handle  as 
cash  items  and  which  are  drawn  on 
banks  on  the  par  list.  For  any  item 
drawn  on  nonpar  banks  or  which  the 
Federal  Reserve  bank  will  not  handle  as 
a  cash  item,  the  maximum  time  the  item 
may  be  considered  uncollected  is  the 
actual  time  required  to  effect  collection. 

§  327.258  Assessment  Decision  No. 
158;  transfer  of  funds,  (a)  Drafts  drawn 
on  deposit  accounts  in  other  banks  in 
the  normal  course  of  business  are  exempt 
from  assessment  under  the  Federal  De¬ 
posit  Insurance  Act.  Transfer  drafts, 
therefore,  are  exempt  from  assessment 
under  this  provision  in  the  act  and  they, 
and  like  instruments  issued  by  the  bank 
for  the  transfer  of  funds,  represent  items 
issued  for  the  bank’s  own  purposes  and 
are  exempt  from  assessment.  The  same 
is  true  of  wire  transfers  of  the  bank’s 
own  funds  from  one  correspondent  bank 
to  another. 

(b)  Transfer  drafts  and  any  other 
instruments  used  by  the  bank  for  trans¬ 
ferring  funds  from  one  correspondent 
bank  to  another  are  ineligible  for  deduc¬ 
tion  as  cash  items  or  in  any  other 
manner. 

§  327.259  Assessment  Decision  No. 
159;  travelers’  checks,  (a)  Outstanding 
travelers’  checks  on  which  the  bank  is 
primarily  liable,  issued  for  money  or  its 
equivalent,  received  by  the  issuing  bank, 
or  for  a  charge  against  a  deposit  account 
in  the  issuing  bank,  must  be  included 
in  deposit  liabilities. 

(b)  An  officer’s  check  issued  by  the 
reporting  bank  as  agent  for  others  in 
payment  of  travelers’  checks  sold  to  cus¬ 


tomers  must  be  included  in  deposits  for 
assessment  purposes.  (See  §  327.260 
Assessment  Decision  No.  160,  Travelers’ 
Checks  Sold  for  Others.) 

(c)  Travelers’  checks  issued  to  bank 
officers  for  traveling  expenses  need  not 
be  included  in  the  deposits  for  the  assess¬ 
ment  base,  for  they  represent  items  is¬ 
sued  for  the  bank’s  own  purposes. 

§  327.260  Assessment  Decision  No. 
160;  travelers’  checks  sold  for  others. 
When  an  insured  bank  sells  travelers’ 
checks  issued  by  others  and  holds  the 
proceeds  of  such  sales  as  agent,  such 
proceeds  are  deposits  and  must  be  in¬ 
cluded  in  the  assessment  base.  Officers’ 
checks  outstanding  as  of  the  close  of 
business  on  base  days  issued  in  payment 
of  the  bank’s  obligation  as  such  agent 
must  be  included  in  the  assessment  base. 

§  327.261  Assessment  Decision  No. 
161;  Treasury  Tax  and  Loan  Account, 
Effective  January  1, 1950,  the  title  of  the 
War  Loan  Deposit  Account  was  changed 
to  Treasury  Tax  and  Loan  Account. 
This  account  must  be  included  in  de¬ 
posit  liabilities  for  the  computation  of 
assessments. 

§  327.262  Assessment  Decision  No. 
162;  trust  funds,  (a)  Trust  funds  held 
by  an  insured  bank  in  a  fiduciary 
capacity,  whether  held  in  its  trust  de¬ 
partment  or  deposited  in  any  other 
department,  or  in  another  bank,  must 
be  included  in  the  deposits  for  the  assess¬ 
ment  base.  All  of  the  uninvested  funds 
of  the  trust,  including  the  change  fund, 
whether  this  change  fund  is  held  in  cash 
or  deposited  in  some  account,  such  as 
a  commercial  account,  must  be  included 
in  the  assessment  base. 

(b)  “Trust  funds’’  within  the  meaning 
of  this  decision,  includes  not  only  funds 
held  under  formal  trust  agreements  but 
also  includes,  without  being  limited  to, 
funds  held  as  trustee,  executor,  admin¬ 
istrator,  guardian,  or  agent.  It  includes 
payments  made  by  mortgagors  to  be 
held  by  the  bank  for  the  purpose  of  pay¬ 
ing  taxes,  insurance,  and  other  charges 
on  mortgaged  properties. 

(c)  Any  trust  funds  deposited  by  the 
fiduciary  bank  in  another  insured  bank, 
that  is,  a  bank  which  is  a  member  of  the 
Federal  Deposit  Insurance  Corporation, 
may  be  claimed  as  a  deduction  from  de¬ 
posits  for  the  assessment  base  by  the 
fiduciary  bank.  The  proper  procedure 
is  to  show  the  trust  funds  in  the  total  of 
deposits  on  the  Certified  Statement  and 
to  claim  a  deduction  in  the  space  pro¬ 
vided  on  the  Certified  Statement  for  the 
trust  funds  which  are  deposited  in  an¬ 
other  insured  bank.  No  deduction  may 
be  claimed  for  trust  funds  deposited  by 
the  fiduciary  bank  in  a  bank  which  is 
not  a  member  of  the  Federal  Deposit 
Insurance  Corporation  even  though  such 
deposited  funds  may  be  considered  as  a 
legal  trust  investment  under  applicable 
law.  The  depository  bank  must  include 
such  deposited  trust  funds  in  its  assess¬ 
ment  base.  (See  §  327.263  Assessment 
Decision  No.  163,  Trust  Funds  Deposited 
in  Other  Banks.) 

§  327.263  Assessment  Decision  No, 
163;  trust  funds  deposited  in  other 
banks,  (a)  The  term  “trust  funds’’ 
means  funds  held  by  an  insured  bank  in 
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a  fiduciary  capacity  whether  held  in  its 
trust  department  or  deposited  in  any 
other  department  or  in  another  bank  and 
includes  without  being  limited  to,  funds 
held  as  trustee,  executor,  administrator, 
guardian,  or  agent. 

(b)  The  reporting  bank  must  include 
in  its  total  deposit  liabilities  for  assess¬ 
ment  purposes  all  trust  funds  held  by  it 
in  a  fiduciary  capacity  whether  held  in 
its  own  trust  department  or  in  another 
bank.  It  may  deduct  from  the  reported 
total  deposit  liabilities  the  following  por¬ 
tion  of  such  trust  funds: 

(1)  Trust  funds  received  by  the  re¬ 
porting  bank  in  its  trust  department 
which  the  reporting  bank  has  deposited 
directly  from  its  trust  department  to  a 
depositary  insured  bank; 

(2)  Trust  funds  received  by  other  de¬ 
partments  of  the  reporting  bank  from 
sources  other  than  the  trust  department 
which  funds  the  reporting  bank  has  de¬ 
posited  directly  from  such  department  or 
from  its  trust  department  to  the  deposi¬ 
tary  insured  bank; 

(3)  Trust  funds  deposited  directly  to 
the  account  of  the  reporting  bank  in  a 
depositary  insured  bank  by  a  person  or 
persons  other  than  the  reporting  bank; 

(4)  Trust  funds  originating  from  a 
pre-existing  deposit  account  in  another 
insured  bank  to  which  the  reporting 
bank  has  become  entitled  in  its  fiduciary 
capacity:  Provided.  That  in  each  of  the 
foregoing  instances: 

(i)  The  account  is  maintained  in  the 
depositary  insured  bank  by  the  reporting 
bank  as  fiduciary  and  the  account  is  ap¬ 
propriately  entitled  to  show  that  the 
funds  therein  are  trust  funds; 

(ii)  The  funds  in  such  account  are 
used  exclusively  for  their  trust  purposes 
by  the  reporting  bank;  and 

(iii)  Records  are  kept  which  clearly 
show  that  the  trust  funds  have  been  de¬ 
posited  and  maintained  in  the  manner 
above  stated. 

(c)  It  should  be  noted  from  the  fore¬ 
going  that  no  deduction  may  be  made  if 
the  funds  are  deposited  in  a  noninsured 
bank.  This  means  that  the  fiduciary 
bank  must  include  in  its  deposits  for  the 
assessment  base  the  full  amount  of  the 
uninvested  trust  funds  deposited  in  a 
noninsured  bank. 

(d)  It  should  also  be  noted  that  there 
is  no  distinction  from  an  assessment 
standpoint  between  trust  funds  actually 
deposited  by  the  trustee  bank  and  trust 
funds  already  on  deposit  in  another 
bank  at  the  time  of  its  appointment  as 
trustee.  Accordingly,  any  of  such  funds 
already  on  deposit  in  a  noninsured  bank 
must  be  included  in  the  assessment  base 
of  the  fiduciary  bank.  Such  funds  on 
deposit  in  an  insured  bank  must  be  re¬ 
ported  in  the  deposit  liabilities  on  the 
Certified  Statement  but  in  such  case  may 
be  claimed  as  a  deduction  on  the  Certi¬ 
fied  Statement. 

§  327.264  Assessment  Decision  No. 
164;  trust  department  vouchers  and 
drafts  or  checks,  (a)  Trust  funds  held 
by  an  insured  bank  in  a  fiduciary  capac¬ 
ity  whether  held  in  its  trust  department 
or  deposited  in  any  other  department  of 
the  bank,  are  required  to  be  included  in 
deposits  for  the  assessment  base.  When 
checks,  vouchers,  or  drafts  are  issued 
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against  such  funds,  the  funds  continue 
to  be  subject  to  assessment  until  actually 
disbursed  by  the  bank.  Therefore,  if  the 
trust  accounts  are  not  charged  upon  the 
execution  of  the  check,  voucher,  or  draft, 
such  check,  voucher,  or  draft,  need  not 
be  included  in  the  assessment  base  but 
the  accounts  themselves  must  be  in¬ 
cluded  therein.  However,  if  the  respec¬ 
tive  trust  accounts  are  charged,  the 
amount  of  the  outstanding  check, 
voucher,  or  draft,  or  the  account  set  up 
to  record  the  amount  thereof  must  be 
included  in  the  assessment  base. 

(b)  When  such  checks,  drafts,  or 
vouchers  are  drawn  by  the  fiduciary  bank 
against  trust  funds  deposited  in  a  bank 
which  is  not  insured,  the  same  rules 
apply;  that  is,  the  fiduciary  bank  is  re¬ 
quired  to  include  the  trust  fimds  in  its 
assessment  base  whether  retained  in  the 
fiduciary  bank  or  deposited  in  a  nonin¬ 
sured  bank;  Therefore,  it  must  include 
the  trust  funds  in  its  assessment  base 
until  the  check,  voucher,  or  draft,  drawn 
against  the  funds  deposited  in  a  nonin¬ 
sured  bank  are  actually  disbursed  by  the 
noninsured  bank. 

(c)  When  checks,  drafts,  or  vouchers 
are  drawn  by  the  fiduciary  bank  against 
trust  funds  deposited  in  another  insured 
bank,  they  need  not  be  included  in  the 
assessment  base. 

§  327.265  Assessment  Decision  No. 
165;  trustee  funds  held  for  redemption 
of  bonds.  A  bank  acting  as  a  tnistee 
under  an  indenture  and  holding  funds 
for  the  pasmient  of  bonds  matured  or 
called  for  redemption,  is  required  to  in¬ 
clude  such  funds  in  the  deposit  liabilities 
and  may  not  claim  them  as  a  deduction. 

§  327.266  Assessment  Decision  No. 
166;  warrants,  (a)  A  large  variety  of 
so-called  warrants  are  issued  by  county. 
State,  and  municipal  officials.  Usually 
these  warrants  are  drawn  against  the 
treasurer  of  the  entity. 

(b)  Some  warrants  direct  the  treas¬ 
urer  to  pay  a  certain  sum  of  money  to 
the  payee  with  the  charge  to  be  made 
to  some  specific  fund,  others  provide  a 
space  for  the  official  to  insert  the  nota¬ 
tion  that  the  warrant  has  been  presented 
but  not  paid  for  want  of  funds,  and 
still  others  appear  to  be  more  in  the  na¬ 
ture  of  an  order  directing  the  public 
official  to  issue  a  warrant  to  the  stated 
payee  for  a  certain  amount  of  money. 

(c)  To  be  eligible  for  deduction  as  a 
cash  item,  the  warrant  must  meet  the 
requirements  of  a  cash  item  as  that  term 
is  defined  in  §  327.1  (b).  (See  §  327.123 
Assessment  Decision  No.  23,  Cash  Items 
Eligible  for  Deduction  as  Exchanges.) 
One  of  these  requirements  is  that  the 
item  must  be  payable  upon  presentation. 
The  fact  that  a  warrant  may  not  be  paid 
on  presentation  does  not  make  the  item 
ineligible  as  a  cash  item  if  it  otherwise 
meets  the  requirements  of  a  cash  item, 
and  if  the  bank  has  no  knowledge  that 
the  item  will  not  be  paid  on  presenta¬ 
tion. 

(d)  If  the  receiving  bank  knows  that 
a  warrant  will  not  be  paid  upon  presen¬ 
tation  as,  for  instance,  it  has  knowledge 
that  the  paying  municipality  does  not 
have  sufficient  funds  at  the  time  to  make 
payment,  and  the  warrant  is  not  handled 
as  a  cash  item,  such  a  warrant  is  not 
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eligible  for  deduction  as  a  cash  item 
either  on  the  day  of  receipt  or  later  when 
funds  are  available  for  payment.  Such 
a  warrant  obviously  would  not  meet  the 
requirements  that  it  must  be  payable  on 
presentation  and  when  it  is  presented 
later  and  paid,  it  would  not  meet  the  re¬ 
quirement  of  a  cash  item  with  respect 
to  time  of  receipt  by  the  reporting  bank. 

§  327.267  Assessment  Decision  No. 
167;  withholding  taxes,  (a)  Withheld 
taxes  must  be  included  in  deposits  for 
the  assessment  base.  This  is  true 
whether  the  amounts  are  deducted  from 
the  employees’  salaries  or  contributed  by 
the  bank  itself,  for  it  is  considered  that 
an  employer  or  “withholding  agent”  is 
an  agent  of  the  Federal  GSovemment  in 
the  collection  of  taxes  and  that  the 
funds  so  deducted  are  not  the  property 
of  the  withholding  agent  but  are  held 
in  trust  pending  transmittal  to  the 
United  States  Treasury  and  the  bene¬ 
ficial  ownership  thereof  is  the  United 
States. 

(b)  The  Treasury  Tax  and  Loan  Ac¬ 
count  originated  January  1,  1950,  and 
since  that  date  the  withheld  taxes  were 
included  in  that  account.  As  this  ac¬ 
count  must  be  included  in  the  assess¬ 
ment  base,  the  withheld  taxes  included 
therein  are  automatically  included  in 
the  base. 

(c)  If  a  bank  makes  provision  for  pay¬ 
ment  of  its  share  of  any  withholding 
taxes  before  such  taxes  are  due  to  toe 
government,  the  amount  of  reserve  so 
provided  for  the  payment  of  its  share  of 
taxes  need  not  be  included  in  the  assess¬ 
ment  base  until  the  taxes  become  due. 

Federal  Deposit  Insurance 
Corporation, 

[seal]  E.  F.  Downey, 

Secretary. 

[F.  R.  Doc.  55-3953;  Filed,  May  13,  1955; 

8:53  a.  m.) 


Part  329 — Payment  of  Deposits  and  In¬ 
terest  Thereon  by  Insured  Nonmem¬ 
ber  Banks 


SAVINGS  deposit 


Effective  May  16,  1955,  Part  329  is 
amended: 

1.  By  adding  at  the  end  of  §  329.1  (e) 
the  following  new  undesignated  para¬ 
graph  and  new  footnote  reference: 


The  term  "savings  deposit”  also  means 
a  deposit  evidenced  by  a  written  re¬ 
ceipt  or  agreement  although  not  by  a 
pass  book,  consisting  of  funds  of  the 
kind  described  above  in  this  paragraph 

(e)  and  in  respect  to  which  deposit  toe 
depositor  is  required,  or  may  at  any  time 
be  required,  by  the  bank  to  give  notice 
in  writing  of  an  intended  withdrawal  not 
less  than  thirty  (30)  days  before  such 
withdrawal  is  made,  and  withdrawals 
are  permitted  only  through  payment  to 
the  depositor  himself  but  not  to  any 
other  person  whether  or  not  acting  for 
the  depositor.®* 


2.  By  adding  the  following  new  foot¬ 
note  to  said  §  329.1  (e) : 

••Payment  may  be  made  to  the  depositor 
over-the-coimter,  through  the  mails  or 
otherwise. 
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Saturday,  May  14,  1955 

The  notice  and  public  participation 
described  in  section  4  of  the  Administra¬ 
tive  Procedure  Act  and  Part  302,  Title 
12,  Code  of  Federal  Regulations,  are 
found  to  be  unnecessary  because  they 
would  not  aid  the  persons  affected, 
would  serve  no  useful  purpose,  and  be¬ 
cause  these  amendments  do  not  diminish 
but  enlarge  the  rights  of  depositors  and 
insured  nonmember  banks. 

(Sec.  9.  64  Stat.  881;  12  U.  S.  C.  1819.  In¬ 
terprets  or  appUes  sec.  18.  64  Stat.  891;  12 
U.  S.  C.  1828) 

Federal  Deposit  Insurance 
Corporation, 

[SEAL]  E.  F.  Downey, 

Secretary. 

(P.  R.  Etoc.  55-3954;  Filed.  May  13,  1955; 

8:53  a.  m.] 


TITLE  20— EMPLOYEES’ 
BENEFITS 

Chapter  III — Bureau  of  Old-Age  and 
Survivors  Insurance,  Social  Security 
Administration,  Department  of 
Health,  Education,  and  Welfare 

[Regs.  4,  Further  Amended] 

Part  404 — ^Federal  Old-Age  and  Sur¬ 
vivors  Insurance  (1950 - ) 

SUBPART  M — coverage  OF  EMPLOYEES  OP 
STATE  AND  LOCAL  GOVERNMENTS 

Subpart  M  of  Regulations  No.  4  (20 
CFR  404.1201  et  seq.)  is  amended  to  read 
as  follows: 

Sec. 

404.1201  General  effect  of  section  218  of 
the  act. 

404.1210  Scope  of  this  subpart. 

404.1220  Measure  of  contribution. 

404.1221  Rate  and  computation  of  contri¬ 

butions. 

404.1222  Liability  of  State  for  contribu¬ 

tions. 

404.1223  Manner  and  time  of  pa3rment  of 

contributions  by  State. 

404.1224  When  fractional  part  of  a  cent 

may  be  disregarded. 

404.1225  Rate  of  Interest. 

404.1226  Addition  of  interest  to  contribu¬ 

tions  for  delinquent  contribution 
returns. 

404.122T  Failure  to  make  pajrments. 

404.1230  Statements  for  employees. 

404.1240  Identification  numbers. 

404.1241  Employees’  account  numbers. 

404.1242  Duties  of  employee  with  respect  to 

his  account  number. 

404.1243  Duties  of  State  with  respect  to 

employees’  account  numbers. 

404.1250  Wage  reports  and  contribution 

returns. 

404.1251  When  to  report  wages. 

404.1252  Final  reports. 

404.1253  Execution  of  contribution  returns 

and  wage  reports. 

404.1254  Use  of  prescribed  forms. 

404.1255  Place  and  time  for  filing  contri¬ 

bution  returns  and  wage  reports. 

404.1256  Records. 

404.1257  Employees  as  members  of  "retire¬ 

ment  system’’  coverage  group. 

404.1260  Adjustments  in  general. 

404.1261  Adjustment  of  underpayments  of 

contributions. 

404.1262  Adjustment  of  overpayment  of 

contributions. 

404.1263  Refund  or  recomputation  of  over¬ 

payments  which  are  not  adjust¬ 
able. 


Sec. 

404.1264  (Credit  and  reftmd  of  contributions 

paid  for  period  during  which  no 
liability  existed  imd^  the  Social 
Security  Act. 

404.1265  Opportunity  to  States  to  adjust 

underpajrments . 

404.1266  Adjustment  of  employee  contribu¬ 

tions. 

Authoritt:  §§  404.1201  to  404.1266  issued 
under  sec.  205,  49  Stat.  624,  as  amended,  sec. 
1102,  49  Stat.  647;  42  U.  S.  C.  405,  1302. 
Interpret  or  apply  sec.  218,  64  Stat.  514;  52 
U.  S.  C.  418. 

§  404.1201  General  effect  of  section 
218  of  the  act — (a)  States.  Under  the 
provisions  of  section  218  of  the  act  a 
State  may  request  the  Secretary  of 
Health,  Education,  and  Welfare  to  en¬ 
ter  into  an  agreement  with  the  State  for 
the  purpose  of  extending  to  certain  em¬ 
ployees  of  the  State  and  its  political  sub¬ 
divisions  protection  accord^  other  em¬ 
ployees  by  the  old-age  and  survivors  in¬ 
surance  system  embodied  in  the  Social 
Security  Act.  Each  State  may  signify  its 
intention  to  extend  the  benefits  of  the 
system  to  certain  groups  of  its  employees 
and  to  certain  groups  of  employees  of 
its  political  subdivisions  by  requesting 
the  Secretary  of  Health,  Education,  and 
Welfare  to  enter  into  an  agreement  with 
the  State  to  provide  for  coverage  under 
the  old-age  and  survivors  insurance  sys¬ 
tem  of  any  one  or  more  groups  of  such 
employees. 

(b)  Instrumentalities  of  two  or  more 
States.  The  system  may  be  extended 
also  to  services  performed  by  individuals 
as  employees  of  any  instrumentality  of 
two  or  more  States  if  such  instrumental¬ 
ity  requests  the  Secretary  of  Health, 
Education,  and  Welfare  to  enter  into  an 
agreement  with  it  to  provide  for  the  ex¬ 
tension  of  the  system  to  such  employees. 
For  the  purposes  of  the  regulations  in 
this  subpart  and  to  the  extent  not  incon¬ 
sistent  therewith,  the  provisions  in  this 
subpart,  when  they  refer  to  a  State,  shall 
apply,  as  well,  to  an  instrumentality  of 
two  or  more  States. 

§  404.1210  Scope  of  this  subpart — ^^(a) 
Contribution  with  respect  to  wages  paid 
after  1950.  The  regulations  in  this  sub¬ 
part  relate  to  contributions  on  wages 
paid  and  received  on  and  after  January 
1, 1951,  with  respect  to  employment  cov¬ 
ered  under  agreements  made  pursuant 
to  section  218  of  the  act. 

(b)  Adjustments,  settlements,  and 
claims.  'The  regulations  in  this  subpart 
also  relate  to  adjustments,  settlements, 
and  claims  made  in  connection  with  the 
contributions  paid  on  wages  paid  and 
received  on  or  after  January  1, 1951,  with 
respect  to  employment  covered  under 
agreements  made  pursuant  to  section  218 
of  the  act. 

(c)  Identification  of  States,  political 
subdivisions,  and  employees  thereof. 
The  regulations  in  this  subpart  also  re¬ 
late  to  the  use  after  December  31,  1950, 
of  account  numbers  assigned  to  em¬ 
ployees.  identification  numbers  assigned 
to  States  and  to  political  subdivisions 
thereof  included  in  agreements  made 
pursuant  to  section  218  of  the  act,  and  to 
applications  for  and  assignments  of  such 
numbers  under  agreements  made  pur¬ 
suant  to  section  218  of  the  act. 


§  404.1220  Measure  of  contribution. 
The  State’s  contribution  is  measured  by 
the  amount  of  wages  actually  or  con¬ 
structively  paid  on  or  after  the  effective 
date  of  an  agreement  entered  into  be¬ 
tween  the  State  and  the  Secretary  with 
respect  to  services  performed  in  employ¬ 
ment  by  an  employee  in  a  coverage  group 
included  in  such  agreement.  (See 
§  404.1003  relating  to  emplojonent  and 
§§404.1026  and  404.1027  relating  to 
wages.) 

§  404.1221  Rate  and  computation  of 
contributions — (a)  Contributions  for  cal¬ 
endar  years  prior  to  1955.  The  rates  of 
taxes  imposed  on  employees  by  section 
1400  of  the  Internal  Revenue  Code  of 
1939  for  the  respective  calendar  years  are 
as  follows: 

Percent 

For  the  calendar  years  1951  to  1953, 


both  inclusive _ _  1 

For  the  calendar  year  1954 - -  2 


The  rates  of  taxes  imposed  on  employers 
by  section  1410  of  the  Internal  Revenue 
Code  of  1939  for  the  respective  calendar 
years  are  as  follows: 

Percent 

For  the  calendar  years  1951  to  1953, 


both  inclusive _ _ _ -  1*4 

For  calendar  year  1954 _ _  2 


(b)  Contributions  for  calendar  years 
after  1954.  The  rates  of  taxes  imposed 
on  employees  by  section  3101  of  the  In¬ 
ternal  Revenue  Code  of  1954  for  the 
respective  calendar  years  are  as  follows: 

Percent 


For  the  calendar  years  1955  to  1959, 

both  incl\isive _ 2 

For  the  calendar  years  1960  to  1964, 

both  inclusive _  2  Vi 

For  the  calendsu:  years  1965  to  1969, 

both  Inclusive _ 3 

For  the  calendar  years  1970  to  1974, 

both  inclusive _  3  Vi 

For  the  calendar  year  1975  and  sub¬ 
sequent  years _ 4 


The  rates  of  taxes  imposed  on  employers 
by  section  3111  of  the  Internal  Revenue 
Code  of  1954  for  the  respective  calendar 
years  are  as  follows: 

Percent 


For  the  calendar  years  1955  to  1959, 

both  inclusive _  2 

For  the  calendar  years  1960  to  1964, 

both  Inclusive _ -  2V4 

For  the  calendar  years  1965  to  1969, 

both  inclusive _  3 

For  the  calendar  years  1970  to  1974, 

both  inclusive _  3  Vi 

For  the  calendar  year  1975  and  sub¬ 
sequent  years _ _ _ 4 


(c)  Method  of  computation  of  con¬ 
tributions.  The  tax  is  computed  by  ap¬ 
plying  to  the  wages  actually  or  construc¬ 
tively  paid  to  an  employee  the  rate  in 
effect  at  the  time  such  wages  are  actually 
or  constructively  paid. 

Example.  During  1953,  A  is  engaged  In 
the  performance  of  service  in  employment. 
In  the  following  year,  1954,  A  receives  $250 
from  his  employer  as  remuneration  for 
services  which  he  performed  in  the  preced¬ 
ing  year.  The  applicable  rate  is  the  rate  for 
the  year  1954  (the  year  in  which  the  wages 
are  received),  and  not  IVi  percent,  the  rate 
for  the  calendar  year  1953  (the  year  in  which 
the  services  were  performed). 

§  404.1222  Liability  of  State  for  con¬ 
tributions.  The  State  is  liable  for  con¬ 
tributions  with  respect  to  the  wages  paid 
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to  individuals  performing  services  in 
employment  as  employees  in  any  cover¬ 
age  group  included  in  the  agreement. 
The  amount  of  the  State's  liability  is 
equal  to  the  sum  of  the  taxes  which 
would  be  imposed  by  sections  1400  and 
1410  of  the  Internal  Revenue  Code  of 
1939  if  the  services  of  the  employees 
covered  by  the  agreement  constituted 
employment  as  defined  in  section  1426  of 
such  code,  and  the  sum  of  the  taxes 
which  would  be  imposed  by  sections  3101 
and  3111  of  the  Internal  Revenue  Code 
of  1954  if  the  services  of  the  employees 
covered  by  the  agreement  constituted 
employment  as  defined  in  section  3121 
of  such  code.  With  respect  to  service 
covered  under  the  agreement  and  per¬ 
formed  subsequent  to  the  date  of  execu¬ 
tion  of  the  agreement,  the  liability  of 
the  State  attaches  at  the  time  that  the 
wages  are  either  actually  or  construc¬ 
tively  paid  to  individuals  performing 
service  in  employment  as  employees  in 
any  coverage  group  included  in  the 
agreement,  notwithstanding  the  fact 
that  the  wages  are  paid  in  media  other 
than  money  (for  example,  wages  paid  in 
board  or  lodging;  see  §  404.1026  (a) ).  If 
the  agreement  is  effective  retroactively 
with  respect  to  service  in  employment 
performed  by  individuals  as  members  of 
any  coverage  group,  the  liability  of  the 
State  with  respect  to  wages  paid  during 
such  retroactive  period  attaches  as  of 
the  date  of  execution  of  the  agreement, 
or  the  modification  of  the  agreement 
pursuant  to  which  the  coverage  group  is 
included  thereunder,  as  the  case  may  be. 

S  404.1223  Manner  and  time  of  pay¬ 
ment  of  contributions  by  State.  Federal 
Reserve  Banks  are  authorized  to  receive 
the  contributions  required  to  be  paid  to 
the  Secretary  of  the  Treasury  by  an 
agreement  made  pursuant  to  the  Social 
Security  Act,  as  amended.  The  contri¬ 
butions  shall  be  paid  in  money  to  the 
Federal  Reserve  Bank,  or  any  branch 
thereof,  serving  the  district  in  which 
the  State  is  located,  without  notice,  at 
the  time  fixed  for  filing  of  its  contribu¬ 
tion  returns.  (For  provisions  relating  to 
the  filing  of  contribution  returns,  see 
§  404.1255.) 

§  404.1224  When  fractional  part  of  a 
cent  may  be  disregarded.  In  payment  of 
contributions  to  a  Federal  Reserve  bank, 
a  State  may  disregard  a  fractional  part 
of  a  cent  unless  it  amounts  to  one-half 
cent  or  more,  in  which  case  it  shall  be 
Increased  to  one  cent.  Fractional  parts 
of  a  cent  shall  not  be  disregarded  in  the 
computation  of  contributions. 

§  404.1225  Rate  of  interest.  If  the 
contribution  is  not  paid  to  the  Federal 
Reserve  bank,  or  branch  thereof,  when 
due  and  is  not  adjusted  under  §  404.1261, 
interest  accrues  at  the  rate  of  6  percent 
per  annum. 

§  404.1226  Addition  of  interest  to  con¬ 
tributions  for  delinquent  contribution  re¬ 
turns.  If  a  State  fails  to  make  and  file 
any  of  the  contribution  returns  required 
by  the  regulations  in  this  subpart  within 
the  prescribed  time,  interest  accrues  at 
the  rate  of  6  percent  per  annum. 

§  404.1227  Failure  to  make  payments. 
If  any  State  which  has  entered  into  an 


agreement  with  the  Secretary  of  Health, 
Education  and  Welfare  pursuant  to  sec¬ 
tion  218  of  the  Social  Security  Act,  as 
amended,  does  not  pay  the  contributions 
at  the  time  or  times  such  contributions 
are  due,  the  Secretary  of  Health,  Edu¬ 
cation,  and  Welfare  may  deduct  the 
amounts  of  such  impaid  contributions 
plus  interest  from  any  amounts  certified 
by  him  to  the  Secretary  of  the  Treasury 
for  paionents  to  such  State  under  title  I, 
title  IV,  Utle  V,  title  VI,  or  title  X  of 
the  Social  Security  Act,  as  amended. 
The  Secretary  of  Health,  Education,  and 
Welfare  will  notify  the  Secretary  of  the 
Treasury  of  the  amounts  so  deducted  and 
request  him  to  credit  such  amounts  to 
the  Trust  Fund.  Amounts  so  deducted 
shall  be  deemed  to  have  been  paid  to  the 
State  under  such  other  provision  of  the 
Social  Security  Act,  as  amended.  (See 
§  404.1223  relating  to  time  of  payment; 
see  §  404.1225  relating  to  rate  of 
interest.) 

§  404.1230  Statements  for  employees. 
Every  State  shall  furnish  or  cause  to  be 
furnished  to  each  individual  performing 
services  in  emplosonent  as  an  employee 
in  a  coverage  group  included  in  an  agree¬ 
ment,  a  written  statement  or  statements, 
in  a  form  suitable  for  retention  by  the 
employee,  showing  with  respect  to  wages 
paid  to  the  employee  for  such  services  on 
or  after  the  effective  date  of  the  agree¬ 
ment:  (a)  The  name,  business  address, 
and  identification  number  of  the  State  or 
political  subdivision,  as  the  case  may  be, 
in  the  employ  of  which  such  service  was 
performed;  (b)  the  name,  address,  and 
account  number  of  the  employee ;  (c)  the 
period  covered  by  the  statement;  (d) 
the  total  amount  of  wages  subject  to 
contributions  imder  section  218  of  the 
Social  Security  Act,  as  amended,  paid 
during  such  period;  and  (e)  if  the  State 
collects  or  causes  to  be  collected  contri¬ 
butions  from  individuals  performing 
services  in  employment  as  employees  in 
coverage  groups  included  in  the  agree¬ 
ment,  the  amount  of  employees’  contri¬ 
butions  with  respect  to  such  wages  not 
in  excess  of  the  amount  of  the  tax  which 
would  be  imposed  by  the  Federal  Insur¬ 
ance  Contributions  Act  if  the  services 
performed  by  such  employees  constituted 
employment  as  defined  in  such  act.  If 
an  adjustment  of  employees’  contribu¬ 
tions  is  made  in  accordance  with 
§  404.1266,  the  amount  set  forth  in  para¬ 
graph  (e)  of  this  section  shall  be  the 
adjusted  amount  of  such  contribution. 
If  the  State  collects  or  causes  to  be  col¬ 
lected  employees’  contributions  from  any 
individual  performing  services  in  em¬ 
ployment  as  an  employee  in  a  coverage 
group  included  in  an  agreement,  a  state¬ 
ment  (Internal  Revenue  Form  W-2) 
furnished  by  a  State  or  any  political  sub¬ 
division  thereof  in  accordance  with  the 
provisions  of  section  1633  of  the  Internal 
Revenue  Code  of  1939  or  section  6051 
of  the  Internal  Revenue  Code  of  1954  to 
such  employee  shall  constitute  the  state¬ 
ment  required  for  purposes  of  this  sec¬ 
tion,  if  there  is  Included  in  such 
statement  all  of  the  information  required 
by  this  section.  The  statement  shall  be 
furnished  to  the  employee  not  later  than 
January  31  of  the  year  following  the 
calendar  year  covered  by  the  statement. 


except  that,  if  the  employee  leaves  the 
employ  of  the  State  or  of  the  political 
subdivision,  so  that  he  no  longer  per¬ 
forms  services  in  emplosnnent  as  an 
employee  in  a  coverage  group  included 
in  an  agreement,  the  final  statement 
shall  be  furnished  on  the  day  on  which 
the  last  payment  of  wages  is  made  to  the 
employee.  (See  §  404.1250  (b)  relating 
to  the  performance  of  services  in  more 
than  one  coverage  group.) 

§  404.1240  Identification  numbers-^ 
(a)  Identification  number  for  State  and 
political  subdivision.  Every  State  re¬ 
questing  the  Secretary  of  Health,  Educa¬ 
tion,  and  Welfare  to  enter  into  an  agree¬ 
ment  pursuant  to  section  218  of  the  act 
shall  furnish  a  list  of  the  political  sub¬ 
divisions  included  or  to  be  included  in  the 
agreement.  Such  list  shall  indicate  the 
title  of  the  official  responsible  for  prepar¬ 
ing  the  report  on  Form  OAR-S3  for  the 
State  and  the  title  of  each  official  respon¬ 
sible  for  filing  with  the  State  the  report 
on  Form  OARr-S3  for  each  such  political 
subdivision  and  the  business  address  of 
each  such  official.  Every  State  shall  file 
such  list  with  the  regional  office  of  the 
Department  of  Health,  Education,  and 
Welfare  for  the  region  in  which  the  State 
is  located  at  the  time  of  requesting  the 
Secretary  of  Health,  Education,  and  Wel¬ 
fare  to  enter  into  an  agreement  pursuant 
to  section  218  of  the  act.  If  any  political 
subdivision  is  included  in  the  agreement 
(with  respect  to  any  of  its  employees)  as 
a  result  of  a  referendum  held  in  accord¬ 
ance  with  section  218  (d)  (3)  of  the  act, 
the  State  shall  include  such  political  sub¬ 
division  in  such  list,  or  shall  furnish  a 
supplemental  list  including  such  political 
subdivision  at  the  time  the  political  sub¬ 
division  is  first  included  under  the  agree¬ 
ment.  Only  one  identification  number 
will  be  assigned  to  the  State  and  only  one 
identification  number  will  be  assigned  to 
each  political  subdivision  included  in  the 
list.  If  an  identification  number  has 
been  assigned  to  any  State  or  to  any  of  its 
political  subdivisions  for  purposes  of  re¬ 
porting  covered  transportation  services, 
the  State  shall  nevertheless  obtain  a  sep¬ 
arate  identification  number  and  shall  ob¬ 
tain  a  separate  identification  number  for 
each  political  subdivision  included  in  the 
list  for  purposes  of  reporting  services 
covered  under  an  agreement. 

(b)  Coverage  group  number  for  cover¬ 
age  groups.  If  a  State  or  any  political 
subdivision  thereof  shall  designate  the 
coverage  groups  of  its  employees  to  be 
included  in  the  agreement,  the  list  re¬ 
ferred  to  in  paragraph  (a)  of  this  sec¬ 
tion  shall  identify  each  coverage  group 
under  the  listing  of  the  State,  with  re¬ 
gard  to  individuals  who  perform  services 
as  employees  of  the  State  in  each  such 
coverage  group,  or  of  the  political  subdi¬ 
vision,  with  regard  to  the  individuals 
who  perform  services  as  employees  in 
each  such  coverage  group  of  such  polit¬ 
ical  subdivision.  Such  list  shall  also  in¬ 
dicate  the  title  of  the  official  responsible 
for  preparing  the  report  on  Form  OAR- 
S3  for  each  such  coverage  group  and  the 
business  address  of  each  such  official. 
A  coverage  group  number  will  be  as¬ 
signed  to  each  coverage  group  of  the 
State  and  each  coverage  group  of  such 
political  subdivisions  upon  the  basis  of 
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information  furnished  on  the  list.  The 
term  “coverage  group,”  as  used  in  this 
section,  means  a  “coverage  group,”  as 
defined  in  section  218  (b)  (5)  of  the  act, 
and  shall  not  include  a  “coverage  group” 
as  defined  in  section  218  (d)  (4)  of  the 
act. 

(c)  Unit  numbers  for  pay  roll  record 
units.  If  a  State  or  any  political  subdi¬ 
vision  thereof  maintains  more  than  one 
pay  roll  record  unit  with  respect  to  the 
employees  in  any  one  or  more  coverage 
groups  included  imder  the  agreement, 
the  lists  referred  to  in  paragraphs  (a) 
and  (b)  of  this  section  shall  also  indi¬ 
cate  the  agencies,  departments,  or  other 
branches  of  the  State  and  of  such  po¬ 
litical  subdivisions,  the  records  for  which 
are  maintained  in  each  such  pay  roll 
unit,  the  title  of  the  ofiBcial  in  charge  of 
such  pay  roll  unit  and  the  business  ad¬ 
dress  of  such  ofiBcial.  A  unit  number 
will  be  assigned  to  each  separate  pay  roll 
record  unit  within  a  State  or  within  any 
political  subdivision  thereof. 

(d)  Use.  The  identification  number 
(including  coverage  group  numbers  as¬ 
signed  to  coverage  groups  and  unit  num¬ 
bers  assigned  to  payroll  record  units) 
shall  be  shown  on  the  State’s  records, 
reports,  returns,  and  claims  to  the  extent 
required  by  §§  404.1254,  404.1255  (a), 
404.1256,  and  404.1263  and  by  the  in¬ 
structions  relating  to  Forms  OAR-Sl, 
OAR-S2,  OARr-S3,  OARr-S4,  and  Treas¬ 
ury  Form  201  to  be  used  by  States  for 
reporting  wages,  adjustments,  and  con¬ 
tributions. 

§  404.1241  Employees*  account  num¬ 
bers — (a)  Assignment. — Every  individual 
who  performs  services  in  employment  as 
an  employee  in  a  coverage  group  in¬ 
cluded  in  an  agreement,  and  who  previ¬ 
ously  has  neither  secured  an  account 
number  nor  made  application  therefor, 
shall  make  an  application  on  Form  SS-5 
with  any  district  ofiBce  of  the  Social  Se¬ 
curity  Administration  on  or  before  the 
seventh  day  after  the  date  on  which  he 
first  performs  services  in  employment 
for  wages  as  an  employee  in  a  coverage 
group  included  in  an  agreement,  except 
that  the  application  shall  be  made  on  or 
before  the  date  the  employee  leaves  the 
employ  of  the  State  or  its  political  sub¬ 
division  if  such  date  of  leaving  precedes 
such  seventh  day.  Copies  of  Form  SS-5 
may  be  obtained  from  any  district  ofiBce 
of  the  Social  Security  Administration  or 
from  any  district  director  of  internal 
revenue.  An  account  number  will  be  as¬ 
signed  to  the  employee  on  the  basis  of 
information  reported  on  the  application 
required  under  this  section. 

(b)  Change.  An  employee  may  have 
his  account  number  changed  at  any  time 
by  applying  to  a  district  ofiBce  of  the  So¬ 
cial  Security  Administration  and  show¬ 
ing  good  reason  for  a  change.  With 
that  exception,  only  one  account  num¬ 
ber  will  be  assigned  to  an  employee. 
Any  employee  whose  name  is  changed 
by  marriage  or  otherwise,  or  who  has 
stated  incorrect  information  on  Form 
SS-5  should  report  such  change  or  cor¬ 
rection  to  a  district  ofiBce  of  the  Social 
Security  Administration.  Copies  of  the 
Form  OAAN-7003  for  making  such  re¬ 
ports  may  be  obtained  from  any  district 
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ofiBce  of  the  Social  Security  Administra¬ 
tion. 

§404.1242  Duties  of  employee  with 
respect  to  his  account  number — (a)  Em¬ 
ployee  required  to  show  his  axicount 
number  card.  Every  individual  who 
performs  services  in  employment  as  an 
employee  in  a  coverage  group  included 
in  an  agreement  shall  show  his  account 
number  card  to  the  State  or  political 
subdivision  thereof  by  which  he  is  em¬ 
ployed  so  that  his  accoimt  number  and 
his  name  can  be  recorded  exactly  as  they 
are  shown  on  his  account  number  card 
as  issued  to  him  by  the  Social  Security 
Administration.  The  employee  shall 
show  his  account  number  card  as  soon 
as  he  first  performs  services  in  employ¬ 
ment  as  an  employee  in  a  coverage  group 
included  in  an  agreement  entered  into 
by  any  State.  The  account  niunber 
originally  assigned  to  an  employee  (or 
the  number  as  changed  in  accordance 
with  §  404.1241  (b) )  shall  be  used  by  him 
even  though  he  enters  the  employ  of 
other  employers  or  performs  services  in 
employment  as  an  employee  in  a  cover¬ 
age  group  included  in  an  agreement  en¬ 
tered  into  by  any  other  State. 

(b)  Duties  if  employee  does  not  have 
an  account  number  card  in  his  posses¬ 
sion — (1)  Where  employee  has  receipt 
for  application  for  account  number.  If, 
when  an  individual  first  performs  serv¬ 
ices  in  employment  for  wages  as  an  em¬ 
ployee  in  a  coverage  group  included  in 
an  agreement,  such  individual,  for  any 
reason,  does  not  have  an  account  num¬ 
ber  card  in  his  possession,  he  shall,  in 
every  case,  show  his  account  number 
card  in  accordance  with  paragraph  (a) 
of  this  section  as  soon  as  he  receives  it, 
whether  or  not  at  that  time  he  is  still 
performing  services  in  employment  for 
wages  as  an  employee  in  a  coverage 
group  included  in  an  agreement.  How¬ 
ever,  if  such  individual  has  available  a 
receipt  issued  to  him  by  an  ofiBce  of  the 
Social  Security  Administration,  ac¬ 
knowledging  that  application  for  ac¬ 
count  number  has  been  received,  the 
individual  shall  show  such  receipt  in  lieu 
of  an  account  number  card.  (For  pro¬ 
visions  related  to  the  duties  of  the  State 
when  an  individual  shows  such  a  receipt 
see  §  404.1243  (a) .) 

(2)  Where  employee  has  no  receipt. 
If  the  individual  does  not  have  an  ac¬ 
count  number  card  or  a  receipt  issued 
to  him  by  an  ofiBce  of  the  Social  Security 
Administration  acknowledging  that  ap¬ 
plication  for  an  account  number  has 
been  received,  he  shall  furnish  to  the 
State  or  political  subdivision  by  which 
he  is  employed,  as  the  case  may  be,  an 
application  on  Form  SS-5  completely 
filled  in  and  signed  by  him.  If  a  copy  of 
Form  SS-5  is  not  available,  the  individ¬ 
ual  shall  in  lieu  thereof  furnish  the 
State  or  political  subdivision  by  which 
he  is  employed,  as  the  case  may  be,  a 
statement  in  writing,  signed  by  him  set¬ 
ting  forth  the  date  of  the  statement,  his 
full  name,  present  address,  date  and 
place  of  birth,  father’s  full  name, 
mother’s  full  name  before  marriage,  and 
the  individual’s  sex  and  color,  including 
a  statement  as  to  whether  he  has  previ¬ 
ously  filed  application  on  Form  SS-5, 
and  if  so,  the  date  and  place  of  such 


filing.  ’The  furnishing  of  an  executed 
Form  SS-5,  or  statement  in  lieu  thereof, 
by  the  individual  to  the  State  or  political 
subdivision,  as  the  case  may  be,  does  not 
relieve  such  individual  of  his  obligation 
to  make  application  on  Form  SS-5  and 
file  it  with  a  district  ofiBce  of  the  Social 
Security  Administration  as  required  by 
§  404.1241.  (For  provisions  related  to 
the  disposition  to  be  made  by  the  State 
of  an  executed  Form  SS-5  or  a  statement 
in  lieu  thereof  furnished  by  the  indi¬ 
vidual  imder  this  subparagraph,  see 
§  404.1243  (b)  (2).) 

§  404.1243  Duties  of  State  with  re¬ 
spect  to  employees*  account  numbers-^ 
(a)  Where  employee  has  account  num¬ 
ber  or  receipt.  The  State  shall  enter  or 
cause  the  entry  of  the  employee’s  name 
and  account  number  exactly  as  shown  on 
his  account  number  card  on  all  records, 
returns,  reports,  and  claims  to  the  extent 
required  by  §§  404.1254,  404.1256,  and 
404.1265  of  the  regulations  in  this  sub¬ 
part  and  by  the  instructions  relating  to 
Form  OARr-S3,  for  reporting  wages,  and 
Form  OAR-S4,  for  reporting  adjust¬ 
ments.  Upon  failure  of  an  individual  to 
show  his  account  number  card  when  he 
first  performs  services  in  employment  as 
an  employee  in  a  coverage  group  in¬ 
cluded  in  an  agreement,  the  State  or  the 
political  subdivision  by  which  he  is  em¬ 
ployed.  as  the  case  may  be.  shall  request 
the  individual  for  such  card.  If  he  does 
not  have  an  account  number  card  and 
has  not  filed  application  for  an  account 
number  with  a  district  ofiBce  of  the  Social 
Security  Administration,  the  State  or 
political  subdivision,  as  the  case  may  be, 
when  the  individual  first  performs  serv¬ 
ices  in  empl03ment  as  an  employee  in  a 
coverage  group  included  in  an  agree¬ 
ment,  shall  inform  the  individual  of  the 
provisions  of  §  404.1241  and  §  404.1242. 
The  State  or  political  subdivision,  as  the 
case  may  be,  shall  also  request  him  to 
show  his  account  number  card  as  soon  as 
he  receives  it  from  the  Social  Security 
Administration.  If  the  individual  shows, 
as  provided  in  §  404.1242  (b)  (1),  a  re¬ 
ceipt  issued  by  the  Social  Security 
Administration  acknowledging  that  ap- 
phcation  for  account  number  has  been 
received  from  him,  the  State  or  the  po¬ 
litical  subdivision,  as  the  case  may  be, 
shall  enter  in  its  records  with  respect  to 
such  individual  the  date  of  issue  of  the 
receipt,  its  termination  date,  the  address 
of  the  issuing  ofiBce,  and  the  name  and 
address  of  the  individual  exactly  as 
shown  in  the  receipt.  The  receipt  shall 
be  retained  by  the  individual. 

(b)  Where  employee  has  no  account 
number.  In  any  case  in  which  the  indi¬ 
vidual  has  not  shown  his  account  num¬ 
ber  to  the  State  or  political  subdivision, 
as  the  case  may  be.  prior  to  the  time  the 
State’s  report  on  Form  OARr-S3  is  filed 
for  any  quarter  during  which  the  em¬ 
ployee  receives  wages  from  such  State 
or  political  subdivision: 

(1)  If  the  individual  has  shown,  as 
provided  in  §  404.1242  (b)  (1).  a  receipt 
of  the  Social  Security  Administration 
acknowledging  that  application  for  ac¬ 
count  number  has  been  received  from 
him,  the  State  shall  enter  or  cause  to  be 
entered  on  the  report  with  the  entry  with 
respect  to  such  individual  with  the  words 
“Temporary  Receipt”  together  with  the 
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name  a-nri  address  of  the  individual  ex¬ 
actly  as  shown  in  the  receipt,  the  date 
of  issue  of  the  receipt,  address  of  the 
Issuing  officer;  or 

(2)  If  the  individual  has  furnished,  as 
provided  in  $404.1242  (b)  (2).  an  exe¬ 
cuted  R)rm  SS-5,  or  statement  in  lieu 
thereof,  the  State  shall  attach  or  cause 
to  be  attached  a  copy  of  such  form  or 
statement  to  the  report.  The  State 
shall  retain  or  cause  to  be  retained  the 
copy  executed  by  the  individual  until  he 
shows  his  account  number  card ;  or 

(3)  If  the  individual  has  not  shown 
his  account  number  or  an  executed  Form 
SS-5.  and  does  not  submit  a  statement 
to  the  State  or  political  subdivision  by 
which  he  is  employed,  as  provided  in 
$  404.1242  (b)  (2),  the  State  or  political 
subdivision  shall  file  a  statement  in 
writing  with  a  district  office  of  the  Social 
Security  Administration,  setting  forth 
the  date  of  the  statement,  full  name  of 
the  employee,  his  present  address,  date 
and  place  of  birth,  father’s  full  name, 
mother’s  full  name  before  marriage,  and 
the  individual’s  sex  and  color,  and,  in 
lieu  of  the  employee’s  signature,  a  nota¬ 
tion  that  the  employee  refused  to  file 
application  for  account  number.  An 
account  number  will  be  assigned  to  the 
employee  and  communicated  to  the  State 
or  political  subdivision  furnishing  such 
statement,  and  such  account  number  will 
be  entered  on  the  wage  reports  filed  with 
respect  to  the  wages  of  such  employee. 

If  the  individual  shows  his  account  num¬ 
ber  card  or  receipt  prior  to  the  time  the 
State’s  report  on  Form  OAR-S3  is  filed 
and  the  State  enters  or  causes  to  be 
entered  such  name  and  number  on  the 
report,  the  State  shall  return  or  cause  to 
be  returned  to  the  individual  any  exe¬ 
cuted  Form  SS-5  or  statement  in  lieu 
thereof  furnished  by  such  individual  to 
the  State  or  political  subdivision  in  ac¬ 
cordance  with  §404.1242  (b)  (2). 

(c)  Prospective  employees.  While  not 
mandatory,  it  is  suggested  that  the  State 
advise  or  cause  to  be  advised  any  pros¬ 
pective  employee  who  does  not  have  an 
account  niunber  card  as  to  the  require¬ 
ments  of  §§  404.1241  and  404.1242. 

§  404.1250  Wage  reports  and  contri¬ 
bution  returns — (a)  In  general — (1) 
Wage  reports.  Every  State  that  enters 
into  an  agreement  shall  make  or  cause 
to  be  made,  with  respect  to  individuals 
performing  services  in  employment  as 
employees  in  a  coverage  group  included 
in  an  agreement,  a  wage  report  on  Form 
OAR-S3  for  each  calendar  quarter 
(whether  or  not  wages  are  paid  therein) , 
beginning  with  the  first  calendar  quarter 
with  respect  to  which  the  agreement  is 
effective,  until  it  files  a  final  report  as 
required  by  the  provisions  of  §  404.1252. 
Every  State  shall  make  such  wage  report 
on  Form  OAR-S3  with  respect  to  em¬ 
ployees  of  the  State  included  in  an  agree¬ 
ment  and  shall  obtain,  with  respect  to 
employees  in  every  other  coverage  group 
included  in  the  agreement  a  complete 
and  correct  wage  report  on  Form  OAR- 
S3  for  the  employees  of  each  such  cover¬ 
age  group.  The  State  shall  prepare  a 
recapitulation  report.  Form  OARr-S2, 
identifying  each  political  subdivision  by 
the  identification  number  assigned  to 
each  political  subdivision,  in  accordance 


with  instructions  relating  to  Form  OAR- 
S2,  and  shall  file  the  original  of  the 
recapitulation  report,  along  with  the 
original  of  each  wage  report  (Form 
OAR-S3),  with  the  Department  of 
Health,  Education,  and  Welfare,  Social 
Security  Administration,  Candler  Build¬ 
ing,  Baltimore  2,  Maryland. 

(2)  Wage  reports  of  remuneration  for 
agricultural  labor  subject  to  $100  wage 
limitation.  If  any  State  that  enters  into 
an  agreement  shall,  in  accordance  with 
section  218  (c)  (5)  of  the  Social  Security 
Act,  exclude  from  such  agreement  with 
respect  to  any  coverage  group  services 
the  remuneration  for  which  would  be  ex¬ 
cluded  from  wages  under  paragraph  (2) 
of  section  209  (h)  of  the  act.  the  State 
shall  include  or  cause  to  be  included  in 
the  wage  report  on  Form  OAR-S3  and 
on  any  report  of  adjustments  on  Form 
OARr-S4  for  such  coverage  group  any 
remuneration  paid  in  any  calendar  quar¬ 
ter  for  such  services  subject  to  the  limi¬ 
tation  on  wages  for  such  services  in  said 
section  209  (h)  (2)  of  the  act;  and  the 
State  shall  identify  or  cause  to  be  identi¬ 
fied  on  the  wage  report  (Form  OAR-S3) 
and  on  any  report  of  adjustments  (Form 
OAR-S4)  the  individuals  in  such  cover¬ 
age  group  performing  such  services,  in 
accordance  with  instructions  relating  to 
Form  OAR-S3  and  Form  OAR-S4. 

(3)  Contribution  returns.  The  State 
shall  also  file  with  the  Federal  Reserve 
Bank,  or  any  branch  thereof,  serving  the 
district  in  which  the  State  is  located,  a 
quarterly  contribution  return  (Form 
OAR-Sl),  and  shall  accompany  such  re¬ 
turn  with  payment  of  the  amount  of 
contributions  due  and  payable.  A  certifi¬ 
cate  of  deposit  (Treasury  Form  201)  shall 
be  filed  in  quadruplicate,  the  first  carbon 
copy  of  which  shall  be  signed  by  the 
depositing  officer  of  the  State,  and  the 
third  carbon  copy  of  which  shall  be  se¬ 
curely  stapled  to  the  Form  OARr-Sl. 
Checks  for  such  contributions  shall  be 
made  payable  to  the  Treasurer  of  the 
United  States.  A  copy  of  the  contribu¬ 
tion  return  (Form  OAR-Sl)  shall  be 
attached  to  the  recapitulation  report 
(Form  OARr-S2)  filed  by  the  State  with 
the  Department  of  Health,  Education, 
and  Welfare.  For  the  purposes  of  re¬ 
ports  and  returns  under  the  act,  the 
quarters  Shall  each  be  three  calendar 
months  as  follows:  (i)  January  1  to 
March  31,  both  dates  inclusive;  (ii)  from 
April  1  to  June  30,  both  dates  inclusive; 
(iii)  from  July  1  to  September  30,  both 
dates  inclusive;  and  (iv)  from  October  1 
to  December  31,  both  dates  inclusive. 

(b)  Employees  performing  services  for 
more  than  one  coverage  group — (1) 
Employee  of  State  in  more  than  one  cov¬ 
erage  group.  Where  an  individual  per¬ 
forms  services  in  employment  as  an  em¬ 
ployee  of  the  State  in  more  than  one 
coverage  group  included  in  an  agree¬ 
ment,  the  aggregate  wages  paid  to  such 
employee  by  the  State,  not  in  excess  of 
$3,600  paid  in  any  calendar  year  prior  to 
1955  and  not  in  excess  of  $4,200  paid  in 
any  calendar  year  subsequent  to  1954  by 
the  State,  shall  be  reported  in  the  report 
filed  for  only  one  such  coverage  group,  in 
such  manner  as  may  be  specified  in  the 
agreement.  * 

(2)  Employee  of  political  subdivision 
in  more  than  one  coverage  group. 


Where  an  individual  performs  services 
in  employment  as  an  employee  of  a  po¬ 
litical  subdivision  of  the  State  in  more 
than  one  coverage  group  included  in  an 
agreement,  the  aggregate  wages  paid  to 
such  employee  by  the  political  subdivi¬ 
sion,  not  in  excess  of  $3,600  paid  in  any 
calendar  year  prior  to  1955  and  not  in 
excess  of  $4,200  paid  in  any  calendar 
year  subsequent  to  1954  by  the  political 
subdivision,  shall  be  reported  in  the  re¬ 
port  filed  for  only  one  such  coverage 
group,  in  such  manner  as  may  be  speci¬ 
fied  in  the  agreement. 

(3)  Employee  of  State  and  of  one  or 
more  political  subdivisions.  Where 
an  individual  performs  services  in  em¬ 
ployment  as  an  employee  of  the  State  in 
one  or  more  coverage  groups  included  in 
an  agreement  and  as  an  employee  of  one 
or  more  political  subdivisions  of  a  State 
in  one  or  more  coverage  groups  included 
in  an  agreement,  the  aggregate  wages 
paid  to  such  employees  by  the  State,  not 
in  excess  of  $3,600  paid  in  any  calendar 
year  prior  to  1955  and  not  in  excess  of 
$4,200  paid  in  any  calendar  year  subse¬ 
quent  to  1954  by  the  State,  i^all  be  re¬ 
ported  by  the  State  in  accordance  with 
subi>aragraph  (1)  of  this  paragraph,  and 
the  aggregate  wages  paid  to  such  em¬ 
ployee  by  each  political  subdivision  of 
the  State,  not  in  excess  of  $3,600  paid  in 
any  calendar  year  prior  to  1955  and  not 
in  excess  of  $4,200  paid  in  any  calendar 
year  subsequent  to  1954  by  each  such  po¬ 
litical  subdivision,  shall  be  reported  by 
each  such  political  subdivision  in  accord¬ 
ance  with  subparagraph  (2)  of  this  par¬ 
agraph. 

(4)  Employee  of  more  than  one  politi¬ 
cal  subdivision.  Where  an  individual 
performs  services  in  employment  as  an 
employee  of  one  political  subdivision  in 
one  or  more  coverage  groups  included 
in  an  agreement  and  as  an  employee  of 
one  or  more  other  political  suMivisions 
in  one  or  more  coverage  groups  included 
in  an  agreement,  the  aggregate  wages 
paid  to  such  employee  by  each  such 
political  subdivision,  not  in  excess  of 
$3,600  paid  in  any  calendar  year  prior  to 
1955  and  not  in  excess  of  $4,200  paid  in 
any  calendar  year  subsequent  to  1954,  by 
each  such  political  subdivision,  shall  be 
reported  by  each  such  political  subdivi¬ 
sion  in  accordance  with  subparagraph 
(2)  of  this  paragraph. 

(c)  Filing  of  wage  reports  and  contri¬ 
bution  returns  with  district  directors  of 
internal  revenue.  (1)  Where  a  State  or 
any  of  its  political  subdivisions  has  in  its 
employ  individuals  performing  services 
for  the  State  or  a  political  subdivision  of 
the  State  as  members  of  a  coverage 
group  included  under  an  agreement  and 
such  individuals  also  regularly  perform 
services  identical  in  nature  in  the  em¬ 
ploy  of  employers  who  are  subject  to  the 
provisions  of  subchapter  A  or  E  of  Chap¬ 
ter  9  of  the  Internal  Revenue  Code  of 
1939  and  the  corresponding  provisions 
of  the  Internal  Revenue  Code  of  1954 
with  respect  to  the  wages  paid  by  such 
employers  for  such  services  to  such  in¬ 
dividuals,  and  where,  with  the  approval 
of  the  Internal  Revenue  Service,  the 
pasmient  of  the  taxes  and  the  filing  of 
information  returns  required  of  em¬ 
ployers  under  subchapter  A  or  E  of 
Chapter  9  of  the  Internal  Revenue  Code 
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of  1939  and  the  corresponding  provisions 
of  the  Internal  Revenue  Code  of  1954 
are  made  for  all  such  employers  by  an 
agent  appointed  by  them,  such  State 
may,  with  respect  to  such  individuals, 
elect  to  permit  the  agent  of  such  em¬ 
ployers  to  file  tax  and  information  re¬ 
turns  with,  and  to  make  payment 
thereon  to,  a  district  director  of  internal 
revenue  in  the  manner  and  according 
to  the  conditions  prescribed  in  regula¬ 
tions  of  the  Internal  Revenue  Service 
relating  to  the  employees’  tax  and  the 
employers’  tax  under  subchapter  A  or 
E  of  Chapter  9  of  the  Internal  Revenue 
Code  of  1939  and  the  corresponding  pro¬ 
visions  of  the  Internal  Revenue  Code  of 
1954. 

(2)  V.Tiere  the  Secretary  has  been  fur¬ 
nished  with  written  evidence  to  the  effect 
that  a  State  has  made  such  an  election 
and  that  the  Commissioner  of  Internal 
Revenue  has  agreed  to  permit  a  district 
director  of  internal  revenue  to  accept  and 
receive  such  contribution  and  informa¬ 
tion  returns  and  payment  of  contribu¬ 
tions,  the  filing  of  such  tax  and  informa¬ 
tion  returns  with,  and  the  payment  of 
such  contributions  to,  the  district  direc¬ 
tor  shall  be  deemed  to  be  compliance  with 
the  requirements  imposed  upon  the  State 
by  paragraph  (a)  of  this  section,  except 
that  nothing  contained  in  this  paragraph 
shall  relieve  any  such  State  of  its  obliga¬ 
tions  and  responsibilities  under  its  agree¬ 
ment  and  the  regulations  in  this  subpart 
relative  to  its  liability  for  the  payments 
required  under  its  agreement. 

§  404.1251  When  to  report  wages. — 
Wages  shall  be  reported  in  the  wage  re¬ 
port  (Form  OAR-S3)  for  the  calendar 
quarter  in  which  they  are  actually  paid 
*  unless  they  were  constructively  paid  in  a 
prior  calendar  quarter,  in  which  case 
such  wages  shall  be  reported  in  the  report 
for  such  prior  quarter  (see  §  404.1001  (1) 
relating  to  constructive  payment  of 
wages) . 

§  404.1252  Final  reports — (a)  Termi¬ 
nation  of  agreement.  A  final  report  can 
be  filed  only  by  a  State  whose  agreement 
with  the  Secretary  has  been  terminated. 
The  last  report  on  Form  OAR-S3  for 
each  coverage  group  included  in  an 
agreement  of  any  State  whose  agreement 
has  been  terminated  shall  be  marked 
“final  report.”  Such  report  shall  be  filed 
by  the  State  in  accordance  with 
§  404.1250  (a)  on  or  before  the  30th  day 
after  the  date  on  which  the  final  pay¬ 
ment  of  wages  subject  to  the  agreement 
is  made  for  services  in  employment  per¬ 
formed  by  an  individual  as  an  employee 
in  a  coverage  group,  and  shall  plainly 
show  the  period  covered  and  also  the  date 
of  the  last  payment  of  wages.  There 
shall  be  executed  as  a  part  of  each  final 
report  a  statement  giving  the  title  and 
business  address  of  the  official  of  the 
State  responsible  for  keeping  the  records 
of  the  State  and  the  title  and  business 
address  of  each  official  of  the  State  and 
each  official  of  its  political  subdivisions 
responsible  for  keeping  the  records  of  any 
political  subdivision  included  in  an  agree¬ 
ment  for  the  periods  covered  by  the 
agreement  in  the  event  that  it  is  neces¬ 
sary  to  communicate  with  the  State  or 
any  of  its  political  subdivisions  regarding 
such  records. 


(b)  Partial  termination  of  agreement. 

If  an  agreement  is  not  terminated  in  its 
entirety,  but  is  terminated  only  with 
respect  to  one  or  more  coverage  groups, 
the  last  wage  report  on  Form  OAR-S3 
for  each  such  coverage  group  shall  be 
marked  “final  report.”  and  there  shall  be 
attached  to  each  such  report  a  state¬ 
ment  setting  forth  the  title  and  business 
address  of  the  official  responsible  for 
keeping  the  records  with  respect  to  such 
coverage  group  or  groups  for  the  periods 
covered  by  the  agreement. 

§  404.1253  Execution  of  contribution 
returns  and  wage  reports.  Each  con¬ 
tribution  return  on  Form  OARr-Sl  and 
wage  report  on  Form  OAR^S2  shall  be 
signed  by  a  responsible  and  duly  author¬ 
ized  officer  of  the  State. 

§  404.1254  Use  of  prescribed  forms — 
(a)  Procurement  of  forms.  Copies  of 
prescribed  return  and  report  forms  will, 
as  far  as  possible,  be  regularly  furnished 
the  State  by  the  Department  of  Health, 
Education,  and  Welfare  without  appli¬ 
cation  therefor.  A  State  will  not  be  ex¬ 
cused  from  making  a  return,  or  report, 
however,  by  the  fact  that  no  return  or 
report  form  has  been  furnished  to  it. 
States  or  political  subdivisions  not  sup¬ 
plied  with  the  proper  forms  should  make 
application  therefor  to  the  Department 
of  Health,  Education,  and  Welfare,  So¬ 
cial  Security  Administration,  Candler 
Building,  Baltimore  2,  Maryland,  in 
ample  time  to  have  returns  and  reports 
prepared  and  verified,  compiled  and  filed 
with  the  Department  of  Health,  Educa¬ 
tion,  and  Welfare  and  Federal  Reserve 
Banks  on  or  before  the  due  date  (see 
§  404.1255  relating  to  the  place  and  time 
for  filing  returns  and  reports,  see  also 
§  404.1252  relating  to  final  reports) . 

(b)  Compliance  with  instructions. 
Each  contribution  return  and  wage  re¬ 
port,  together  with  a  copy  thereof  and 
any  supporting  data,  shall  be  filled  in 
and  disposed  of  in  accordance  with  the 
instructions  and  regulations  applicable 
thereto.  (See  §  404.1255  relating  to  the 
place  and  time  for  filing  returns  and 
reports  and  §  404.1256  (c)  and  (e)  relat¬ 
ing  to  copies  of  returns,  reports,  sched¬ 
ules  and  statements,  and  to  the  place 
and  period  for  keeping  records.)  The 
returns  and  reports  should  set  forth  fully 
and  accurately  the  data  therein  called 
for.  Returns  and  reports  which  have 
not  been  so  prepared  will  not  be  accepted 
as  meeting  the  requirements  of  the  act 
nor  the  terms  of  the  agreement  under 
which  the  State  is  reporting.  Only  one 
wage  report  for  a  reporting  period  with 
regard  to  services  covered  under  an 
agreement  shall  be  filed  by  or  for  a  State. 
Any  supplemental  wage  report  filed  for 
such  period  in  accordance  with 
§  404.1261,  §  404.1262,  §  404.1263,  or 

§  404.1264  of  the  regulations  in  this  sub¬ 
part  shall  constitute  a  part  of  such  wage 
report.  Individual  wage  reports  of  po¬ 
litical  subdivisions  may  not  be  filed  di¬ 
rectly  with  the  Department  of  Health, 
Education,  and  Welfare  by  political  sub¬ 
divisions,  but  must  be  filed  by  the  State 
as  a  part  of  the  State’s  consolidated 
report. 

(c)  Correction  of  errors.  If  in  a  wage 
report  or  in  any  other  manner  the  State 
fails  to  report  or  incorrectly  reports  to 


the  Department  of  Health,  Education, 
and  Welfare  the  wages  of  an  employee, 
the  State  shall  fully  advise  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare 
of  the  omission  or  error  on  a  report 
of  adjustments  (Form  OARr-S4).  The 
State  shall  include  in  such  report  the 
identification  number  of  the  political 
subdivision  involved,  each  calendar  quar¬ 
ter  for  which  the  data  were  omitted  or 
for  which  the  incorrect  data  were  fur¬ 
nished,  the  data  incorrectly  reported  for 
each  period,  and  the  data  which  should 
have  been  reported.  The  State  shall  re¬ 
tain  or  cause  to  be  retained  a  copy  of 
each  such  form  OAR-S4  as  a  part  of  its 
records. 

§  404.1255  Place  and  time  for  filing 
contribution  returns  and  wage  reports — 
(a)  In  general.  Each  wage  report  on 
Form  OAR-S3,  together  with  a  recapit¬ 
ulation  report  (Form  OAR-S2)  shall  be 
filed  with  the  Department  of  Health, 
Education,  and  Welfare,  Social  Security 
Administration,  Candler  Building,  Balti¬ 
more  2,  Maryland.  Contribution  re¬ 
turns  shall  be  filed  in  the  manner  pre¬ 
scribed  in  §  404.1250  (a)  (2),  together 
with  the  contribution  payment,  with  the 
Federal  Reserve  Bank,  or  branch  there¬ 
of,  serving  the  district  in  which  the  State 
is  located.  Such  returns  shall  be  filed 
with  respect  to  contributions  for  any 
wage  payment  or  any  supplemental  wage 
payment  reported  on  Form  OAR-SS. 
Such  returns  shall  also  be  filed  if  con¬ 
tributions  are  payable  with  respect  to 
any  adjustment  of  wages  reported  on 
Form  OARr-S4.  Except  as  provided  in 
§  404.1252  and  paragraph  (b)  of  this  sec¬ 
tion,  the  contribution  return  and  wage 
report  for  any  calendar  quarter  any  part 
of  which  is  in  the  first  12-month  period 
following  the  date  of  acceptance  of  an 
agreement  by  the  Secretary  (but  not  in¬ 
cluding  the  date  of  acceptance  of  any 
modification  thereof)  shall  be  filed  on  or 
before  the  last  day  of  the  second  month 
following  the  calendar  quarter  for  which 
it  is  made;  the  contribution  return  and 
wage  report  for  any  subsequent  calendar 
quarter  shall  be  filed  on  or  before  the 
last  day  of  the  first  month  following  the 
calendar  quarter  for  which  it  is  made: 
Provided,  however.  That  the  Secretary, 
for  good  cause  shown,  may,  upon  appli¬ 
cation  by  a  State,  allow  such  further 
time  as  he  may  deem  proper  for  the  fil¬ 
ing  of  contribution  returns  and  wage 
reports  for  the  periods  for  which  they 
are  made.  If  wage  reports  on  Form 
OAR-S3  for  the  State  or  for  all  the 
political  subdivisions  included  in  the 
agreement  have  not  been  received  by  the 
State  in  time  to  permit  the  State  to  file 
a  completed  consolidated  wage  report 
and  the  completed  contribution  return 
on  or  before  the  due  date,  the  State  shall 
indicate  on  the  recapitulation  report 
(Form  OAR-S2)  each  political  subdivi¬ 
sion  or  coverage  group  with  respect  to 
which  no  report  on  Form  OAR-S3  has 
been  received  for  the  calendar  quarter 
for  which  the  consolidated  report  is 
being  submitted.  The  State,  promptly 
upon  receipt  of  the  wage  report  for  the 
delinquent  political  subdivision,  shall  file 
such  report,  with  the  Department  of 
Health.  Education,  and  Welfare  and 
shall  file  with  the  Federal  Reserve  Bank, 
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or  branch  thereof,  a  contribution  return 
with  respect  to  wages  reported  in  such 
report  and  shall  pay  the  contributions 
thereon  plus  interest.  If  the  last  day 
for  filing  any  contribution  return  or 
wage  report  falls  on  Sunday  or  a  legal 
holiday,  the  return  or  wage  report  may 
be  filed  on  the  next  following  business 
day.  If  placed  in  the  mails,  the  con¬ 
tribution  return  or  wage  report  shall  be 
posted  in  ample  time  to  reach  the  Fed¬ 
eral  Reserve  Bank,  or  branch  thereof,  or 
the  Department  of  Health,  Education, 
and  Welfare  under  ordinary  handling  of. 
the  mails  on  or  before  the  due  date.  (As 
to  interest  assessable  for  failure  to  file 
a  contribution  return  within  the  pre¬ 
scribed  time  see  §  404.1226.) 

(b)  For  periods  prior  to  date  of  execu~ 
tion  of  agreement.  If  the  agreement4>ro- 
vides  for  the  coverage  of  employees 
performing  services  in  employment  for 
the  State  or  any  of  its  political  subdivi¬ 
sions  at  the  time  the  agreement  is  exe¬ 
cuted  for  calendar  quarters  during  which 
such  employees  were  in  the  employ  of  the 
State  or  any  of  its  political  subdivisions 
prior  to  the  date  of  execution  of  the 
agreement,  including  the  calendar  quar¬ 
ter  in  which  the  agreement  is  executed, 
any  contribution  returns  or  wage  reports 
for  such  prior  calendar  quarters  shall  be 
filed  not  more  than  90  days  after  date 
of  execution  of  the  agreement.  The 
Secretary,  for  good  cause  shown,  may, 
upon  application  by  a  State,  allow  such 
further  time  for  the  filing  of  contribu¬ 
tion  returns  and  wage  reports  for  periods 
prior  to  the  date  of  execution  of  the 
agreement  (or  modification)  as  he  may 
deem  proper.  (As  to  interest  assessable 
for  failure  to  file  a  contribution  return 
within  the  prescribed  time  see  §  404.- 
1226.) 

§  404.1256  Records — (a)  Records  of 
States.  Every  State  which  enters  into  an 
agreement  shall  keep  or  cause  to  be  kept 
accurate  records  of  all  remuneration 
(whether  in  cash  or  in  a  medium  other 
than  cash)  paid  to  employees  performing 
services  in  employment  in  a  coverage 
group  included  in  an  agreement  after 
the  effective  date  of  such  agreement,  for 
services  covered  by  such  agreement. 
Such  records  may  be  maintained  by  such 
State,  or,  with  respect  to  employees  of 
any  political  subdivision  thereof,  by  such 
political  subdivision.  No  particular  form 
is  prescribed  for  keeping  the  records  re¬ 
quired  by  this  paragraph.  Each  State 
shall  use  or  cause  to  be  used  such  forms 
and  systems  of  accoimting  as  will  enable 
the  l^retary  to  ascertain  whether  the 
contributions  for  which  the  State  is  liable 
are  correctly  computed  and  paid.  Such 
records  shall  show  with  respect  to  each 
employee: 

(1)  The  name,  address,  and  account 
number  of  the  employee  (see  §  404.1243 
relating  to  account  numbers)  and  such 
additional  information  with  respect  to 
the  employee  as  is  required  by  §  404.1243 
(a)  when  the  employee  does  not  show 
his  account  number  card  as  issued  to  him 
by  the  Social  Security  Administration; 

(2)  The  total  amount  (including  any 
sum  withheld  therefrom  as  contribution 
or  for  any  other  reason)  and  date  of 
each  remuneration  payment  and  the 
period  of  services  covered  by  such 
payment; 


(3)  The  amount  of  such  remunera¬ 
tion  payment  which  constitutes  wages 
(see  §  404.1026  for  wages  and  §  404.1027 
for  exclusions  from  wages) ;  and 

(4)  The  amount  of  employees’  contri¬ 
bution.  if  any.  withheld  or  collected  with 
respect  to  such  pasrment,  and  if  collected 
at  a  time  other  than  the  time  such  pay¬ 
ment  was  made,  the  date  collected.  If 
the  total  remuneration  payment  (sub- 
paragraph  (2)  of  this  paragraph)  and 
the  amount  thereof  which  is  subject  to 
contribution  (subparagraph  (3)  of  this 
paragraph)  are  not  equal,  the  reason 
therefor  shall  be  made  a  matter  of 
record.  Accurate  records  of  the  details 
of  each  adjustment  or  settlement  made 
pursuant  to  §  404.1261  or  §  404.1262  shall 
also  be  kept. 

(b)  Records  of  employees.  While  not 
mandatory,  it  is  advisable  for  each  em¬ 
ployee  to  keep  permanent,  accurate 
records  showing  the  name  and  address 
of  the  State  or  political  subdivision  for 
which  he  performs  services  in  employ¬ 
ment  as  an  employee  in  a  coverage  group 
included  in  an  agreement,  the  dates  of 
beginning  and  termination  of  such  serv¬ 
ices,  the  information  with  respect  to 
himself  which  the  State  is  required  by 
paragraph  (a)  of  this  section  to  keep  or 
cause  to  be  kept,  and  the  statements 
furnished  in  accordance  with  the  provi¬ 
sions  of  §  404.1230.  (See  paragraph  (d) 
of  this  section  relating  to  records  of 
claimants.) 

(c)  Copies  of  returns,  reports,  sched^ 
vies,  and  statements.  Every  State  which 
is  required,  by  these  regulations  or  by 
instructions  applicable  to  any  form  pre¬ 
scribed  under  these  regulations,  to  keep 
or  cause  to  be  kept  any  copy  'of  any 
return,  report,  schedule,  statement,  or 
other  document,  shall  keep  such  copy  or 
cause  it  to  be  kept  as  part  of  its  records. 

(d)  Records  of  claims  for  refund  or 
credit  of  contributions.  Any  State 
claiming  refund  or  credit  of  any  con¬ 
tribution  or  interest  shall  keep  or  cause 
to  be  kept  a  complete  and  detailed  rec¬ 
ord  with  respect  to  such  contribution  or 
interest. 

(e)  Place  and  period  for  keeping  rec¬ 
ords.  All  records  required  by  the  reg¬ 
ulations  in  this  subpart  shall  be  kept  at 
one  or  more  convenient  and  safe  loca¬ 
tions  accessible  to  Social  Security  Ad¬ 
ministration  officers.  Such  records  shall 
at  all  times  be  open  for  inspection  by 
such  officers.  Records  required  by  para¬ 
graphs  (a)  and  (c)  of  this  section  shall 
be  maintained  for  a  period  'of  at  least 
four  years  after  the  date  of  the  contribu¬ 
tion  to  which  they  relate  became  due  or 
after  the  date  the  contributions  were 
paid,  whichever  is  later,  whether  or  not, 
in  the  interim,  the  agreement  has  been 
terminated  in  whole  or  in  part.  Records 
required  by  paragraph  (d)  of  this  section 
(including  any  record  required  by  para¬ 
graphs  (a)  or  (c)  which  relates  to  a 
claim)  shall  be  maintained  for  a  period 
of  at  least  four  years  after  the  date  the 
claim  is  filed,  whether  or  not,  in  the  in¬ 
terim,  the  agreement  has  been  termi¬ 
nated  in  whole  or  in  part. 

§  404.1257  Employees  as  members  of 
^’retirement  system"  coverage  group — 
(a)  Retirement  system  coverage  group 
comprised  of  employees  of  the  State  or  of 
a  single  political  subdivision.  Where  an 


agreement  is  made  applicable  to  individ¬ 
uals  performing  services  in  employment 
as  employees  in  a  coverage  group,  as  the 
term  "coverage  group”  is  defined  in  sec¬ 
tion  218  (d)  (4)  of  the  act.  and  all  of 
the  individuals  in  such  coverage  group 
are  employees  of  the  State,  the  State 
shall  make  a  wage  report  with  respect  to 
employees  of  the  State  in  such  coverage 
group.  If  all  of  the  individuals  in  such 
coverage  group  are  employees  of  a  single 
political  subdivision,  the  State  shall  ob¬ 
tain  a  wage  report  for  the  individuals  in 
such  coverage  group  from  the  political 
subdivision.  If  employees  of  the  State 
or  of  such  political  subdivision,  other 
than  individuals  in  such  coverage  group, 
are  also  included  under  the  agreement,  a 
single  wage  report  shall  be  made  or  ob¬ 
tained  with  respect  to  all  of  the  employ¬ 
ees  of  the  State,  or  all  of  the  employees  of 
the  political  subdivision,  as  the  case  may 
be,  who  are  included  under  the  agree¬ 
ment.  The  wage  report  shall  be  made 
and  filed  in  the  manner  and  form,  and  at 
the  times,  and  subject  to  the  require¬ 
ments  prescribed  in  the  regulations  in 
this  subpart. 

(b)  Retirement  system  coverage  group 
comprised  of  employees  of  the  State  and 
political  subdivisions  or  more  than  one 
political  subdivision.  Where  the  agree¬ 
ment  is  made  applicable  to  individuals 
performing  services  in  employment  as 
employees  in  a  coverage  group,  as  the 
term  "coverage  group”  is  defined  in  sec¬ 
tion  218  (d)  (4)  of  the  act.  and  some 
of  the  individuals  in  such  coverage  group 
are  employees  of  the  State  and  some  of 
the  individuals  in  such  coverage  group 
are  employees  of  one  or  more  politictd 
subdivisions  of  the  State,  or  some  of  the 
individuals  in  such  coverage  group  are 
employees  of  a  political  subdivision  of 
the  State  and  some  of  the  individuals  in 
such  coverage  group  are  employees  of 
any  other  political  subdivisions  or  poli¬ 
tical  subdivisions  of  the  State,  the  State 
shall  make  or  cause  to  be  made  a  single 
wage  report  with  respect  to  all  of  the  em¬ 
ployees  of  the  State  to  whom  the  agree¬ 
ment  applies  (including  employees  of 
the  State  in  such  coverage  group)  and 
shall  make  or  cause  to  be  made  a  single 
wage  report  with  respect  to  all  of  the 
employees  of  each  political  subdivision 
of  the  State  to  whom  the  agreement  ap¬ 
plies  (including  employees  of  such  poli¬ 
tical  subdivision  in  such  coverage  group) 
in  the  manner  and  form,  and  at  the 
times,  and  subject  to  the  requirements 
prescribed  in  the  regulations  in  this  sub¬ 
part. 

(c)  Retirement  system  coverage  group 
comprised  of  employees  of  institutions 
of  higher  learning  which  are  not  political 
subdivisions.  If  an  institution  of  higher 
learning  is  not  a  political  subdivision  of 
the  State,  individuals  performing  serv¬ 
ices  for  such  institution  of  higher  learn¬ 
ing  as  employees  in  a  coverage  group  (as 
the  term  "coverage  group”  is  defined  in 
section  218  (d)  (4)  of  the  act)  included 
under  the  agreement  pursuant  to  section 
218  (d)  (3)  of  the  act,  the  wages  paid 
to  such  individuals  shall  be  reported  in 
the  wage  reports  made  by  the  State.  If 
such  individuals  are  employees  of  a  poli¬ 
tical  subdivision  of  the  State,  the  wages 
paid  to  such  individuals  shall  be  reported 
in  the  wage  reports  made  by  the  political 
subdivision  by  which  they  are  employed. 
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nished  to  the  employee  in  accordance 
with  §  404.1230. 

[SEALl  Charles  T.  Schottland. 
Commissioner  of  Social  Security. 

Approved:  May  10, 1955. 

O.  C.  Hobby, 

Secretary. 

[F.  R.  Doc.  56-3897;  Filed,  May  13.  1955; 
8:45  a.  m.] 

TITLE  32— NATIONAL  DEFENSE 

Chapter  VII — Department  of  the 
Air  Force 

Subchapter  E— Post  Services 

Part  858 — Schedule  or  Pees  and  Charges 
FOR  Copying,  Certityinc  and  Search¬ 
ing  Records 

A  new  Part  858  is  added  to  Subchapter 
E  as  follows: 

858.1  Purpose  and  scope. 

858.2  Definitions. 

8583  Policy. 

858.4  Schedule  of  fees. 

Authositt:  §S  858.1  to  858.4  issued  under 
■ec.  501,  65  Stat.  290;  5  U.  S.  C.  140. 

Derivation:  AFR  11-8,  Jan  10,  1955. 

f  858.1  Purpose  and  scope.  This  part 
prescribes  fees  to  be  collected  for  copy¬ 
ing,  certifying,  and  searching  records. 
It  applies  to  all  staff  offices  performing 
these  services  for  the  public. 

§  858.2  Definitions — (a)  Public.  Any 
person  or  group,  including  associations, 
organizations,  partnerships,  corpora¬ 
tions,  businesses,  municipalities,  coun¬ 
ties,  or  State  governments.  The  term 
excludes  agencies  or  branches  of  the 
Federal  Government  or  Armed  Forces 
sponsored  activities. 

(b)  Services.  Furnishing  informa¬ 
tion  on  and  certifying  or  searching  rec¬ 
ords  described  in  §  858.4. 

§  858.3  Policy — (a)  General.  Pees 
will  be  charged  so  that  services  rendered 
the  public  as  prescribed  in  §  858.4  may 
be  self-sustaining  to  the  fullest  extent 
practicable. 

(b)  Services  and  fees.  Section  858.4 
contains  the  types  of  services  rendered 
the  public  for  which  a  fee  will  be  col¬ 
lected.  These  are  subject  to  the  exemp¬ 
tions  in  paragraph  (c)  of  this  section. 
Section  858.4  also  contains  the  specific 
fees  that  will  be  imposed  for  such  serv¬ 
ices.  Whenever  fees  can  be  determined 
in  advance,  they  will  be  collected  prior 
to  rendering  the  service.  Exception  will 
be  made  for  urgent  requests.  Ebcisting 
directives  will  be  amended  or  revised  to 
conform  to  this  part. 

(c)  Exemptions.  A  fee  will  not  be 
imposed  for  the  following  types  of  serv¬ 
ice  when  requested  by  the  sources  speci¬ 
fied,  provided  that:  Such  service  is 
consistent  with  established  policy;  the 
service  does  not  interfere  with  the  mis¬ 
sion  of  the  furnishing  activity;  and  the 
cost  of  the  service  can  be  provided  within 
the  limitation  of  available  funds: 

(1)  Any  service  requested  by  members 
of  the  Armed  Forces  who  require  the 
document  or  information  requested  in 


their  capacity  as  members  of  the  Armed 
Forces  of  the  United  States. 

(2)  Any  service  requested  by  the  next 
of  kin  or  legal  representative  of  military 
personnel  who  were  or  are  in  a  casualty 
status. 

(3)  Location  or  whereabouts  infor¬ 
mation  requested  by  next  of  kin  or  legal 
representative  of  military  personnel  who 
are  on  active  duty  as  members  of  the 
Armed  Forces. 

(4)  Any  service  involving  a  member 
or  former  member  of  the  Armed  Forces 
pertaining  to: 

(i)  Requests  for  information  required 
to  obtain  financial  benefits.  Exception: 

A  fee  will  be  imposed  for  furnishing  in¬ 
formation  previously  furnished. 

(ii)  Requests  for  information  relating 
to  a  decoration  or  award. 

(iii)  Requests  for  review  or  change  in 
t5T>e  of  discharge. 

(iv)  Requests  for  correction  of 
records. 

(V)  Requests  for  personnel  documents 
(for  example,  birth  certificates)  when 
the  individual  is  required  to  furnish  such 
documents  for  retention  by  an  agency  of 
the  Department  of  Defense. 

(9)  Requests  for  information  from  or 
copies  of  medical  and  dental  records  of 
civilians  and  dependents  of  military  per¬ 
sonnel  when: 

(i)  Such  data  is  required  for  further 
medical  or  dental  care  in  Government 
medical  facilities  or  at  Government  ex¬ 
pense  and 

(ii)  Requests  for  such  data  are; 

(a)  Submitted  through  official  medi¬ 
cal  channels; 

(b)  Approved  by  an  appropriate  Gov¬ 
ernment  medical  authority;  or 

(c)  For  return  of  the  data  directly  to 
a  Government  medical  facility. 

(6)  Requests  from  courts  for  copies 
of  documents  or  information,  when  fur¬ 
nishing  them  will  serve  as  a  substitute 
for  the  appearance  of  a  Department  of 
Defense  representative. 

(7)  Any  news  service  furnished  press, 
magazine,  radio,  television,  and  newsreel 
representatives  for  dissemination  to  the 
general  public. 

(8)  Any  service  that  involves  con¬ 
firming  emplosnnent  and  salaries  of 
active  or  separated  civilian  or  military 
personnel  when  requested  by  prospective 
employers  or  recognized  sources  of  in¬ 
quiry  for  credit  or  financial  purposes. 

(9)  Any  service  requested  by  a  Mem¬ 
ber  of  Congress  for  official  use.  (This 
exemption  will  be  interpreted  as  author¬ 
izing  that  the  services  requested  be  fur¬ 
nished  free  of  charge.  However,  if  it 
becomes  apparent  that  his  constituents 
are  using  a  Member  of  Congress  to  cir¬ 
cumvent  the  paying  of  fees  or  charges 
prescribed  herein,  the  Congressman  will 
be  advised  of  the  Air  Force  policy  on  col¬ 
lecting  fees.) 

(10)  Any  service  requested  by  a  State, 
county,  or  municipal  government  which 
is  carrying  on  a  function  that  relates  to 
or  furthers  a  Department  of  Defense  ob¬ 
jective. 

(11)  Any  service  requested  by  a  con¬ 
tractor,  the  cost  of  which  he  would 
ultimately  charge  to  the  Federal  Govern¬ 
ment. 


(12)  Any  service  donor’s  request  re¬ 
specting  their  gifts. 

(13)  Any  request  resulting  in  an  un¬ 
successful  search  of  records,  other  than 
requests  to  determine  if  a  record  does  or 
does  not  exist. 

§  858.4  Schedule  of  fees.  This  sched¬ 
ule  applies  to  authorized  services  o! 
copying,  certifying,  and  searching  rec¬ 
ords  rendered  the  public  by  staff  offices. 


Requests  involving:  Fee 

(a)  Training  and  education _ 11.00 


(Includes  requests  for  transcripts, 
certificates,  and  verification  of  at¬ 
tendance  course  completion,  and 
graduation  from  service  schools 
and  other  facilities.) 

(b)  Medical  and  dental  records  of 

civilians  (does  not  include  former 
members  of  the  Armed  Forces) ; 
and  dependents  of  military  per¬ 
sonnel _  2.00 

(Includes  requests  for  information 
from  or  copies  of  medical  records 
such  as  clinical  records,  out¬ 
patient  records,  dental  records, 
and  loan  of  X-rays.) 

(c)  Military  service: 

(1)  Location  (whereabouts): 

Inquiries : 


Single  name _ _  1. 00 

Each  additional  name...  ,50 

(2)  Certificate  in  lieu  of  lost  dis¬ 

charge _  1. 50 

(3)  Statement  or  verification  of 

service _  2. 00 

(4)  Furnishing  copies  or  extracts 

of  orders  or  other  docu¬ 
ments  relating  to  an  in¬ 
dividual’s  service;  or  mis¬ 
cellaneous  factual  data....  1.00 
(d)  Photography: 


(1)  Pictorial  or  docxunentary 
photographic  prints: 

8  X  10  black  and  white  only; 
not  more  than  three 
prints  may  be  sold  from 
any  individual  negative 
on  each  order. 

Single  weight  glossy  finish. 


each _  ,  55 

Double  weight  matte  finish, 

each _  .  80 

4x5  color  transparencies  in 
quantities  not  to  exceed 

three,  each _  6.00 

(2)  Aerial  photographic  prints. 


contact  prints,  or  exact 
negative  size,  single 
weight  glossy  or  double 
weight  semimatte: 

Size  7  X  9"  or  9  X  9",  in 
quantities: 

1-100 _ 

101-1,000 . . - 

Over  1,000 _ 

Size  9  X  18",  in  quanti¬ 
ties: 


1-100 .  1.30 

101-1,000 _  1.00 

Over  1,000 _  .90 

(3)  Aerial  photographic  Indexes 

and  mosaic  copies,  in  any 
number,  size  20"  x  24”, 
each _  1. 10 

(4)  Reproduction  to  cover  over¬ 

lays: 

Ozalid  transparent  foil 

film  overlays _ _  1. 60 

Ozalid  transparent  paper 

overlays _  •  0® 

Ozalid  transparent  paper 
plot  maps _ 


Photostat  plot  maps  (maxi¬ 
mum  size  17 Vi  X  23").—  *65 

>  Per  square  foot  used. 
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Bequests  Involving— Continued 

(d)  Photography — Continued 

'  (5)  Motion  picture:  Fee 

Black  and  white  unedited 
footage  and/or  sound 
track  supplies,  per  foot —  $0. 10 
Color  unedited  footage: 

16-mm,  per  foot - .15 

35-mm.  per  foot -  .20 

Searching  (Includes  over¬ 
head)  : 

Up  to  2Vi  hours _ -  5.00 

Each  additional  hour -  2.  00 

(e)  Claims  and  litigation: 

(1)  Requests  from  litigants  per¬ 

taining  to  private  litiga¬ 
tion.  (If  not  covered  In 
2  and  3  above) : 

Searching  per  hour  (In¬ 
cludes  overhead  costs)  2.  00 

Each  photocopy _ -  .  20 

Certification  and  valida¬ 
tion  with  seal - .50 

Certification  and  validation 
without  seal - .  25 

(2)  Requests  pertaining  to  cases 

in  which  the  U.  S.  Is  party 
where  covut  rules  provide 
for  reproduction  of  rec¬ 
ords  without  cost  to  the 
Government: 

Searching  per  hom  (In¬ 
cludes  overhead  costs) ...  2.  00 

Each  photocopy _  .  20 

Certification  and  valida¬ 
tion  with  seal - -  ..50 

Certification  and  validation 
without  seal _  .  25 

(3)  Furnishing  information  from 

Investigative  reports,  that 
Is,  automobile  collision 
Investigations: 

Searches,  overhead,  analy¬ 
sis,  and  preparation  of 
report  (per  hoxu:) _  2.00 


(f)  Exemptions.  A  fee  will  not  be  Imposed 
when  the  following  types  of  services  are  con¬ 
sistent  with  established  policy;  do  not  In- 
teifere  with  the  mission  of  the  furnishing 
sctirlty:  can  be  provided  within  the  limi¬ 
tation  of  available  funds: 

(1)  Requests  by  members  of  the  Armed 
Forces  In  their  capacity  as  members  of  the 
Armed  Forces  of  the  United  States. 

(2)  Requests  by  the  next  of  kin  or  legal 
representative  of  military  personnel  who 
were  or  are  In  a  casualty  status. 

(3)  Location  Information  requested  by 
text  of  kin  or  legal  representative  of  mili¬ 
tary  personnel  on  active  duty  as  members 
of  the  Armed  Forces. 

(4)  Requests  Involving  a  member  or  for¬ 
mer  member  of  the  Armed  Forces  for : 

(I)  Information  required  to  obtain  finan¬ 
cial  benefits.  Exemption:  A  fee  will  be  Im¬ 
posed  for  Information  previously  furnished. 

(II)  Information  relating  to  a  decoration 
or  award. 

(III)  Review  or  change  in  type  of  dis¬ 
charge. 

(Iv)  Correction  of  records. 

(V)  Personnel  dociunents  (for  example, 
birth  certificates)  when  the  Individual  must 
furnish  such  documents  to  be  retained  by  a 
Department  of  Defense  agency. 

(5)  Requests  for  Information  from  or 
copies  of  medical  and  dental  records  of 
civilians  and  dependents  of  military  per¬ 
sonnel  when: 

(I)  Data  is  required  for  further  medical  or 
flental  care  In  Government  medical  facilities 
w  at  Government  expense  and 

(II)  Requests  are: 

(«)  Submitted  through  official  medical 

channels, 

(b)  Approved  by  an  appropriate  Govern¬ 
ment  medical  authority,  or. 

(c)  For  return  of  the  data  directly  to  a 
wvernment  medical  facility. 

(5)  Requests  from  courts  for  copies  of 
documents  or  information  as  a  substitute 


for  the  appearance  of  a  Department  of  De¬ 
fense  representative. 

(7)  Any  news  service  furnished  press, 
magazine,  radio,  television,  and  newsreel 
representatives  for  dissemination  to  the 
public. 

(8)  Requests  to  confirm  employment  and 
salaries  of  active  or  separated  civilian  or 
military  personnel,  when  made  by  prospec¬ 
tive  employers  or  recognized  sources  for 
credit  or  financial  purposes. 

(9)  Requests  by  a  Member  of  Congress  for 
official  use.  (If  it  becomes  apparent  that  his 
constituents  are  using  a  Member  of  Con¬ 
gress  to  circumvent  the  paying  of  fees  or 
charges  prescribed  herein  the  Congressman 
will  be  advised  of  the  Air  Force  policy  on 
collecting  fees.) 

(10)  Requests  by  a  State,  county,  or  mu¬ 
nicipal  government  that  relate  to  or  further 
a  Department  of  Defense  objective. 

(11)  Requests  by  a  contractor  that  would 
ultimately  be  charged  to  the  Federal  Gov¬ 
ernment. 

(12)  Requests  by  donors  respecting  their 
gifts. 

(13)  Requests  resulting  In  an  unsuccess¬ 
ful  search  of  records,  other  than  requests 
to  determine  If  a  record  does  or  does  not 
exist. 

[SEAL]  E.  E.  Toro, 

Colonel,  V.  S.  Air  Force, 

Air  Adjutant  General. 

[F.  R.  Doc.  55-3885;  Filed,  May  13,  1955; 

8:45  a.  m.] 


Subchapter  F— Reserve  Forces 

Part  862 — ^Air  Force  Reserve  Officers’ 
Training  Corps 

institutional  phase 

Sections  862.1  through  862.47  are  re¬ 
scinded  and  the  following  substituted 
therefor: 

INSTITUnONAL  PHASE 

Sec. 

862.1  Mission. 

862.2  Purpose. 

862.3  Definitions. 

862.4  Organization. 

862.5  Establishment  and  disestablishment^ 

of  AFROTC  units. 

862.6  Eligibility  requirements. 

862.7  Election  of  courses. 

862.8  Categories  of  advanced  course  cadets. 

862.9  Additional  requirements  for  enroll¬ 

ment  In  advanced  course. 

862.10  Waivers  for  enrollment  in  advanced 

coiuse. 

862.11  Conditional  enrollment  In  advanced 

course. 

862.12  Students  Ineligible  for  enrollment  as 

cadets  or  conditional  cadets  In 
advanced  comse. 

862.13  Credit  for  previous  military  training. 

862.14  Concurrent  membership  in  Reserve 

component  of  an  Armed  Force. 

862.15  Compression,  curtailment,  or  concur¬ 

rent  pursuit  of  courses. 

862.16  Transfer  of  AFROTC  cadets. 

862.17  Discharge. 

862.18  Organization  of  program,  textbooks, 

and  substitution  of  academic 
courses. 

862.19  Appointment  as  Reserves  of  the  Air 

Force  or  award  of  certificate  of 
completion. 

AUTHoarrr:  §S  862.1  to  862.19  issued  under 
R.  S.  161,  sec.  202,  61  Stat.  500,  as  amended; 
5  U.  S.  C.  22,  171a.  Interpret  or  apply  secs. 

40- 47,  39  Stat.  1&1-192,  as  amended;  10 
U.  S.  C.  381-390. 

Derivation:  AFR  45-48,  April  16, 1954;  AFR 

41- 48A,  March  31,  1955. 


INSTITUTIONAL  PHASE 

§  862.1  Mission.  The  mission  of  the 
Air  Force  Reserve  OfiBcers’  Training 
Corps  is  to  select  and  prepare  cadets, 
through  a  permanent  program  of  in¬ 
struction  at  civilian  institutions,  to  serve 
as  officers  in  the  Reserve  and  Regular 
components  of  the  Air  Force,  and  to  assist 
in  discharging,  where  necessary,  any 
institutional  obligations  to  offer  military 
training. 

§  862.2  Purpose.  The  AFROTC  pro¬ 
gram  is  a  major  source  of  officers  for  the 
Air  Force.  The  purpose  and  specific 
objectives  of  the  program  are: 

(a)  To  develop  in  the  cadet  by  precept, 
example,  and  participation  the  attributes 
of  character,  personality,  and  leadership 
which  are  essential  to  every  officer  of  the 
Air  Force. 

(b)  To  develop  in  the  cadet  an  interest 
in  the  Air  Force  and  an  understanding  of 
its  missions,  organization,  problems,  and 
techniques. 

(c)  To  provide  the  cadet  with  a  course 
of  training  which,  with  his  academic  cur¬ 
riculum,  will  qualify  him  to  discharge  the 
duties  and  responsibilities  required  of 
him  as  an  officer  of  the  Air  Force. 

(d)  To  develop  in  the  cadet  the  desire 
to  make  a  career  as  an  officer  in  a  com¬ 
ponent  of  the  Air  Force. 

(e)  To  motivate  the  cadet  to  obtain  an 
aeronautical  rating  in  the  Air  Force  upon 
graduation. 

§  862,3  Definitions.  For  the  purpose 
of  §§  862.1  to  862.19,  the  following  defini¬ 
tions  will  apply: 

(a)  Detachment.  Air  Force  personnel 
assigned  to  Headquarters  Air  Force 
ROTC  with  duty  station  at  a  civilian 
institution. 

(b)  Unit.  The  organization  which  in¬ 
cludes  the  detachment  and  AFROTC 
cadets  at  an  institution. 

(1)  Standard  unit.  The  principal 
AFROTC  unit  at  an  institution. 

(2)  Subunit.  That  portion  of  a  stand¬ 
ard  unit  located  at  a  subdivision  of  an 
institution  which  is  physically  separated 
from  the  parent  campus. 

(c)  Department  of  air  science.  The 
integral  academic  subdivision  of  an  edu¬ 
cational  institution  which  includes  all 
AFROTC  activities  conducted  at  the 
institution  as  stipulated  in  the  contract 
with  the  Air  Force. 

(d)  Air  science.  The  official  designa¬ 
tion  of  the  AFROTC  program  of 
instruction. 

(e)  Basic  course.  The  first-  and 
second-year  program  of  instruction  in 
air  science. 

(f)  Advanced  course.  The  third-  and 
fourth-year  program  of  instruction  in 
air  science. 

(g)  AFROTC  summer  training.  A 
period  of  training  for  the  advanced 
course  cadets  conducted  at  an  Air  Force 
installation. 

(h)  Professor  of'  air  science.  The 
senior  commissioned  officer  of  the  Air 
Force  assigned  to  duty  with  a  standard 
imit  of  the  AFROTC. 

(i)  Institutional  phase.  That  portion 
of  the  entire  AFROTC  program  con¬ 
ducted  at  civilian  educational  institu¬ 
tions,  as  distinguished  from  the  AFROTC 
summer  training  phase. 
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(j)  Academic  year.  The  period  that 
begins  September  1  and  ends  Augiist  31 
the  following  year,  except  for  the  Uni¬ 
versity  of  Puerto  Rico,  where  the  period 
begins  the  opening  date  of  registration 
In  August  and  ends  the  day  before 
August  registration  the  following  year. 

(k)  Cadet.  A  student  who  has  been 
admitted  to  full  membership  in  the 
APROTC  and  is  entitled  to  all  benefits 
authorized  by  law  and  regulations  per¬ 
taining  thereto. 

(l)  Student.  A  student  who  is  per¬ 
mitted  to  pursue  the  AFROTC  course 
for  academic  credit  only. 

(m)  Conditional  cadet.  A  student 
who  is  tentatively  accepted  and  enrolled 
in  the  advanced  course  pending  deter¬ 
mination  of  his  eligibility  as  a  cadet. 

(n)  Completed  cadet.  A  cadet  who 
has  completed  the  entire  AFROTC  course 
of  instruction  but  is  awaiting  completion 
of  degree  requirements. 

<o)  Category.  A  classification  of  ca¬ 
dets  based  on  flight  aptitude,  interest, 
academic  background,  prior  military 
service. 

(p)  AFROTC  graduate.  A  cadet  who 
has  successfully  completed  the  AFROTC 
program  prescribed  by  law  and  regula¬ 
tions,  including  the  prescribed  AFROTC 
summer  training,  and  has  been  awarded 
a  baccalaureate  degree. 

(q)  Graduating  class.  Consists  of  ca¬ 
dets  who  initially  qualify  for  appoint¬ 
ment  during  the  period  of  May  1  of  any 
particular  year  through  April  30  of  the 
following  year. 

(r)  On-board  year.  F^cal  year  in 
which  the  commissioned  members  of  the 
graduating  class,  as  de&ied  in  paragraph 
(g)  of  this  section,  are  brought  on  active 
duty.  F\)r  example,  the  graduating  class 
of  1955  is  made  up  of  cadets  appointed 
during  the  period  of  May  1,  1955  through 
April  30, 1956.  ITiey  are  brought  on  ac¬ 
tive  duty  during  FY  1956  (July  1,  1955 
through  June  30.  1956),  which  is  the 
on-board  year  for  that  graduating  class. 

§  862.4  Organization,  (a)  The 
AFROTC  is  organized  as  a  subordinate 
command  of  the  Air  University  with  the 
procedural  fiuictions  and  responsibilities 
of  a  numbered  air  force.  This  command 
is  composed  of  a  headquarters,  standard 
units,  and  certain  subunits  thereof. 

(b)  By  F^eral  statutes,  a  senior  divi¬ 
sion  and  a  junior  division  of  the  ROTC 
are  authorized.  The  Air  Force  estab¬ 
lishes  and  maintains  ROTC  units  of  the 
senior  divisions  only. 

§  862.5  Establishment  and  disestab¬ 
lishment  of  AFROTC  units.  An 
AFROTC  imit  will  not  be  established  or 
disestablished  without  the  approval  of 
the  Secretary  of  the  Air  Force. 

§  862.6  Eligibility  requirements — (a) 
Statutory.  At  institutions  where  AF¬ 
ROTC  units  are  established,  enrollment 
is  restricted  to  students  who  are: 

(1)  Citizens  of  the  United  States. 

(2)  Not  less  than  14  years  of  age. 

(3)  Physically  qualified  for  military 
service,  age  requirement  notwithstand¬ 
ing. 

(b)  Character.  A  student  who  has 
been  convicted  by  any  court-martial  or 
by  any  civil  court  for  other  than  a  minor 
traffic  violation  will  not  be  enrolled  ini¬ 


tially  or  continued  In  the  advanced  . 
course,  AFROTC;  however,  the  Com¬ 
mander,  Air  University,  is  authorized  to 
waive  nonrecurrent  minor  violations  not 
considered  prejudicial  to  performance 
of  duty  as  an  officer  of  the  Air  Force. 
Waiver  for  offenses  involving  moral 
turpitude  will  not  be  granted. 

(c)  Loyalty.  (1)  If  a  student  fails  or 
refuses  after  instruction  to  fill  out  DD 
Form  98,  “Loyalty  Certificate  for  Per¬ 
sonnel  of  the  Armed  Forces,”  in  its  en¬ 
tirety,  the  professor  of  air  science  will 
deny  his  enrollment  as  a  cadet  in  the 
Air  Force  ROTC.  If  a  student  completes 
DD  Form  98  with  qualification  or  makes 
entries  thereon  which  provide  reason  for 
believing  that  his  enrollment  is  not 
clearly  consistent  with  the  interest  of 
national  security^  the  professor  of  air 
science  will  withhold  his  enrollment  as 
a  cadet.  The  professor  of  air  science 
will  forward  all  pertinent  information, 
including  DD  Form  98,  to  the  Director  of 
Personnel  Procurement  and  Training, 
Headquarters  USAF,  Washington  25, 
D.  C.,  for  action  and  decision. 

(2)  At  his  discretion  and  that  of  in¬ 
stitution  authorities,  the  professor  of  air 
science  may  accept  such  persons,  whom 
the  institution  may  require  or  permit  to 
take  military  training  and  who  are  not 
accepted  for  enrollment  as  cadets,  for 
instruction  in  the  AFROTC  basic  course 
as  students  (see  §  862.3  (1)  for  definition 
of  “students”) . 

(3)  Professors  of  air  science  will  make 
certain  that  United  States  citizens  fail¬ 
ing  to  fill  out  DD  Form  98  are  not  per¬ 
mitted  to  wear  the  AFROTC  uniform. 

(d)  Age.  A  student  will  not  be  en¬ 
rolled  initially  or  be  allowed  to  reenroll 
in  the  AFROTC  after  a  period  of  non¬ 
participation  in  AFROTC  training,  if  his 
age  is  such  that  he  wUl  be  unable  to 
complete  all  requirements  for  appoint¬ 
ment  as  a  Reserve  of  the  Air  Force  prior 
to  reaching  his  28th  birthday. 

§  862.7  Election  of  courses.  The 
AFROTC  program  is  composed  of  two 
separate  and  distinct  phases,  a  2-year 
basic  course  and  a  2-year  advance 
course.  Completion  of  the  basic  course 
does  not  guarantee  acceptance  into  the 
advance  course.  As  stipulated  in  the 
contract  between  the  institution  and  the 
Air  Force,  each  cadet  who  has  enrolled 
in  either  course  w'ill  complete  that  course 
as  a  prerequisite  to  his  graduation  from 
the  institution  unless  he  is  relieved  of 
this  obligation  under  regulations  pre¬ 
scribed  by  the  Secretary  of  the  Air  Force. 

§  862.8  Categories  of  advanced  course 
cadets.  Four  categories  of  cadets  are 
established  for  the  advanced  course  en- 
rollees.  Qualified  students  may  be  en¬ 
rolled  in  the  appropriate  category  within 
the  quota  furnished  by  Headquarters 
USAF.  Cadets  will  be  required  to  sign 
the  appropriate  category  agreement  (AF 
Form  1056,  “Category  I  Agreement  of 
Certam  Members  of  the  Air  Force  Re¬ 
serve  Officers’  Training  Corps  (Flying 
Training  Candidate),”  AF  Form  1056a, 
"Category  H  Agreement  of  Certain 
Members  of  the  Air  Force  Reserve  Offi¬ 
cers’  Training  Corps  (’Technical),”  AF 
Form  1056b,  “Category  in  Agreement  of 
Certain  Members  of  the  Air  Force  Re¬ 
serve  Officers’  Training  Corps  (Non- 


Flying,  Non-Technical) or  AF  Ponn 
1056c,  “Category  IV  Agreement  of  Cer¬ 
tain  Members  of  the  Air  Force  Resene 
Officers’  Training  Corps  (Veteran) ,”  ai 
appropriate).  Advanced  course  cadets 
must  meet  the  physical  requirements  set 
forth  in  current  regulations.  Service- 
obligated  students  who  are  physically 
qualified  and  selected  must  be  enrolled 
in  either  category  I  or  category  li  if 
they  are  to  pursue  the  advanced  course. 

(a)  Category  I.  Category  I  consists 
of  cadets  who  qualify  for  flying  training. 
They  must  meet  the  required  physical, 
measured  aptitude,  and  interest  qualifi- 
cations,  and  desire  entry  in  this  cate¬ 
gory.  Service-exempt  cadets  accepted  in 
this  category  will  be  required  to  serve  the 
same  active  duty  tour  as  that  required  (A 
service -obligated  graduates.  For  report¬ 
ing  purposes,  category  I  is  divided  into 
two  subcategories,  I  for  pilot  candidates, 
and  lA  for  observer  candidates. 

(b)  Category  II.  Category  n  con¬ 
sists  of  service-obligated  cadets  enrolled 
in  college  programs  leading  to  bacca¬ 
laureate  degrees  with  majors  in  pre- 
scribed  engineering  and  scientific  fields 
of  study,  who  meet  physical  standards 
for  an  Air  Force  commission,  and  are 
selected  for  the  advanced  course. 

(c)  Category  III.  Category  HI  con¬ 
sists  of  service-obligated,  non-technical 
cadets  selected  for  the  advanced  course 
who  meet  physical  standards  for  a  com¬ 
mission  but  do  not  qualify  physically  for 
flight  training. 

(d)  Category  IV.  Category  TV  con¬ 
sists  of  service-exempt  cadets,  other 
than  those  accepted  in  category  I,  se¬ 
lected  for  the  advanced  course. 

§  862.9  Additional  requirements  for 
enrollment  in  advanced  course,  (a) 
Each  cadet  accepted  for  enrollment  in 
the  advanced  course  must  have  success¬ 
fully  completed  such  general  survey  or 
screening  tests  as  may  be  prescribed  for 
entrance  into  each  of  the  categories. 

ib)  Each  cadet  accepted  for  enrcdl- 
ment  in  the  advanced  course  must  have 
completed  the  basic  course  or  must  have 
received  credit  in  lieu  thereof  as  pre¬ 
scribed  in  §  862.13. 

(c)  Completion  of  the  advanced 
course  and  award  of  the  degree  should 
coincide  so  that  commissioning  require¬ 
ments  may  be  fulfilled  simultaneously. 
The  professor  of  air  science  should  not 
enroll  a  cadet  until  such  time  as  he  has 
only  2  academic  years  remaining  before 
qualifying  both  for  an  academic  d^ree 
and  an  appointment  in  the  Air  Pwee 
Reserve.  When  following  such  a  policy 
causes  problems  which  cannot  be  re¬ 
solved  in  any  other  way,  the  professor  o! 
air  science  is  authorized  to  enroll  a  cadet 
at  the  beginning  of  his  third  acadank 
year.  The  professor  of  air  science  may 
grant  him  a  period  of  non-attendance 
after  completeion  of  AFROTC. 

(d)  With  the  exception  of  those  cadets 
who  are  service  exempt,  each  cadet  who 
applies  for  the  advanced  course  murt 
sign  a  deferment  agreement  before  he 
may  be  accepted  as  a  cadet  (see  §§  862.71 
to  862.88). 

(e)  Priority  consideration  should  he 
given  to  Civil  Air  Patrol  members  hold¬ 
ing  Civil  Air  Patrol  certificates  of  pro¬ 
ficiency. 
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(f )  Graduate  students  may  be  enrolled 
in  the  advanced  course  provided  that: 

(1)  Their  selection  is  within  category 
quotas. 

(2)  Selection  Is  in  competition  with 
undergraduate  students. 

(3)  The  provisons  of  paragraph  (c) 
of  this  section  are  fulfilled. 

(g)  The  Commandant,  AFROTC,  may 
authorize  cadets  to  postpone  attendance 
at  AFROTC  summer  training.  The  Com¬ 
mandant,  AFROTC,  will  not  authorize 
postponement  of  such  attendance  beyond 
the  summer  following  the  completion  of 
academic  work.  Cadets  who  are  author¬ 
ized  postponement  will  take  the  final- 
type  medical  examination  for  the  cate¬ 
gory  in  which  they  are  enrolled  at  the 
time  postponement  is  authorized.  The 
professor  of  air  science  will  discharge 
those  failing  this  examination  under 
§862.17  (b). 

§  862.10  Waivers  for  enrollment  in 
advanced  course.  Waivers  to  permit 
enrollment  of  cadets  in  the  advanced 
course  are  discouraged. 

§662.11  Conditional  enrollment  in 
advanced  course,  (a)  The  purpose  of 
conditional  enrollment  is  to  enable  the 
professor  of  air  science  to  accept,  tenta¬ 
tively,  a  cadet  for  enrollment  in  the  ad¬ 
vanced  course  pending  determination  of 
his  eligibility  or  notification  of  enroll¬ 
ment  quotas. 

(b)  Before  conditional  enrollment, 
each  cadet  will  sign  the  following: 

I  understand  and  agree  that  no  rights  or 
benefits  will  be  made  available  to  me,  or  in 
my  behalf,  unless  and  until  it  is  determined 
by  proper  authority  that  I  am  fully  qualified 
and  selected  for  unconditional  enrollment  in 
the  advanced  covuse  of  the  AFROTC;  that, 
upon  such  determination  being  made  by 
proper  authority,  I  will  be  entitled  to  re¬ 
ceive  all  rights  and  benefits  I  would  have 
earned  and  accrued  but  for  the  conditional 
nature  of  my  enrollment  from  the  date  upon 
which  I  began  work  of  the  advanced  covirse 
under  the  terms  of  this  agreement.  I  fur¬ 
ther  understand  and  agree  that,  if  I  am 
found  to  be  not  fully  qualified  and  selected 
ics  such  enrollment,  I  will  be  considered  as 
not  having  been  an  advanced  course  cadet 
and  will  not  be  entitled  to  any  rights  or 
benefits  under  the  terms  of  this  agreement. 

(c)  Cadets  accepted  for  conditional 
enrollment  are  authorized  deferment  as 
outlined  in  §§  862.76  to  862.88. 

§  862.12  Students  ineligible  for  en- 
TMment  as  cadets  or  conditional  cadets 
w  advanced  course,  (a)  When  approved 
by  institutional  authorities  and  the  pro¬ 
fessor  of  air  science,  students  who  for 
any  reason  cannot  be  enrolled  as  cadets 
or  conditional  cadets  may  be  permitted 
to  pursue  the  advanced  course.  Addi¬ 
tional  personnel  will  not  be  assigned  for 
purpose  of  conducting  instruction 
lor  such  students.  Such  students  will 
^t  be  charged  against  enrollment  quo- 
tw.  Students  accepted  under  this  sec¬ 
tion  are  not  entitled  to  commutation  of 
suteistence  or  Gtovernment  uniforms,  or 
'i^^form  allowance,  but  may  use  arms 
and  equipment  issued  for  instructional 
Proses.  Arms  and  equipment  will  not 
be  provided  especially  for  the  benefit  of 
such  students. 

(b)  A  professor  of  air  science  will  re¬ 
quire  such  students  to  sign: 
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I.  — - - -  do  hereby  agree  and  imder- 

atand  that,  notwithstanding  the  fact  that  I 
am  permitted  to  pursue  the  AFROTC  course, 
the  Air  Force  will  not  tender  me  a  commis¬ 
sion  as  a  Reserve  of  the  Air  Force  nor  award 
me  a  certificate  of  completion  based  upon 
my  successful  completion  of  the  Institutional 
phase  of  the  advanced  course,  nor  will  I  be 
permitted  to  attend  AFROTC  summer 
training. 

(c)  Female  students  of  the  institution 
are  not  eligible  for  enrollment  as  cadets 
in  the  AFROTC;  however,  they  may  be 
permitted  to  pursue  the  AFTROTC  course 
of  instruction  as  students. 

(d)  A  professor  of  air  science  will  not 
enroll  as  cadets  persons  eliminated  for 
disciplinary  reasons  from  an  ofllcer  can¬ 
didate  school,  from  an  aviation  cadet 
training  class  of  the  Air  Force  or  Navy, 
or  from  one  of  the  service  academies  of 
the  Armed  Forces.  He  will  not  enroll  in 
category  I  (pilot)  any  person  eliminated 
from  an  aviation  cadet  pilot  training 
class  of  the  Air  Force  or  Navy  for  flying 
deficiency.  But  he  may,  if  recommended 
by  the  authority  eliminating  them,  en¬ 
roll  these  persons  as  cadets  in  category 
lA  (observer)  or  other  categories.  The 
Commandant,  AFROTC,  is  authorized  to 
grant  waivers  for  enrollment  as  cadets 
to  persons  eliminated  for  other  reasons. 
The  Commandant  will  not  appoint  such 
cadets  until  after  the  date  of  graduation 
of  the  class  from  which  they  were  elim¬ 
inated. 

§  862.13  Credit  for  previous  military 
training,  (a)  An  AFROTC  cadet  who 
transfers  to  another  institution  at  which 
an  AFROTC  unit  is  also  maintained  will 
be  given  credit  for  that  part  of  the 
AFROTC  course  which  he  successfully 
completed  at  the  losing  institution,  as 
evidenced  by  the  AFROTC  student 
record  form. 

(b)  On  the  basis  of  previous  honor¬ 
able  active  service  in  the  Air  Force, 
Army,  Navy,  Marine  Corps,  or  Coast 
Guard,  a  cadet  may  request  a  waiver  of 
the  basic  Course,  or  any  portion  thereof, 
as  a  requirement  for  entrance  into  the 
advanced  course.  The  professor  of  air 
science  may  then  waive  so  much  of  the 
basic  course  as  he  considers  equivalent 
to  the  active  service  training,  provided 
that  he  does  not  waive  any  portion  which 
the  cadet  can  complete  prior  to  entrance 
into  the  advanced  course.  To  satisfy 
entrance  requirements  for  the  advanced 
course,  veterans  entering  an  institution 
at  freshman  or  sophomore  level  who  de¬ 
sire  a  commission  through  AFROTC  will 
be  required  to  take  in  phase  with  non¬ 
veteran  contemporaries  the  portion  of 
the  basic  program  which  remains. 

(c)  The  professor  of  air  science  may 
waive  on  a  year-for-year  basis  so  much 
of  the  AFROTC  program  as  he  considers 
equivalent  to  previous  training  at  the 
United  States  Military  Academy,  United 
States  Naval  Academy,  United  States 
Coast  Guard  Academy,  or  in  the  Senior 
Division  of  the  Army  ROTC  or  Naval 
ROTC. 

(d)  Advanced  standing  will  not  be 
granted  for  training  received  prior  to 
the  student's  14th  birthday,  nor  for 
training  received  as  a  member  of  the 
Civil  Air  Patrol,  nor  for  the  training 
received  as  a  member  oT  a  Reserve  com¬ 
ponent  of  any  of  the  Armed  Forces  of 


the  United  States  when  not  In  the  active 
military  service,  nor  for  training  received 
at  an  institution  at  which  no  commis¬ 
sioned  officer  of  the  active  military  forces 
is  detailed  by  orders  of  the  appropriate 
department  as  professor  of  military 
science  and  tactics,  professor  of  naval 
science,  or  professor  of  air  science,  nor 
for  training  received  as  a  member  of 
the  Junior  Division,  Army  ROTC. 

(e)  By  use  of  DD  Form  785,  “Record 
of  Disenrollment  From  Officer  Candi¬ 
date-Type  Training,’’  the  Armed  Serv¬ 
ices  may  exchange  information  on 
persons  disenrolled  from  officer  training 
who  subsequently  apply  for  another  of¬ 
ficer  program.  When  the  professor  of 
air  science  receives  a  request  for  in¬ 
formation  on  a  person  who  has  been  a 
member  of  the  AFHOTC,  he  will  furnish 
one  copy  of  DD  Form  785  direct  to  the 
requesting  service.  At  the  time  of  this 
request,  the  professor  of  air  science  will 
also  make  an  additional  copy  for  the 
cadet  record  in  the  event  of  a  subsequent 
inquiry  from  another  service.  If  a 
professor  of  air  science  desires  informa¬ 
tion  from  the  other  services,  he  will  ad¬ 
dress  his  request  to: 

(1)  Department  of  Army.  The  Adju¬ 
tant  General,  Department  of  the  Army, 
Attention:  AGPB-O,  Washington  25, 
D.  C. 

(2)  Department  of  Navy.  Chief  of 
Naval  Personnel,  Department  of  the 
Navy,  Washington  25,  D.  C.,  or  Com¬ 
mandant,  U.  S.  Marine  Corps,  Code  DIC, 
Department  of  the  Navy,  Washington  25, 
D.  C. 

§  862.14  Concurrent  membership  in 
Reserve  component  of  an  Armed  Force. 
(a)  Present  and  former  commissioned 
officers  of  any  component  of  the  Army, 
Navy,  Air  Force,  Marine  Corps,  or  Coast 
Guard,  and  officers  or  former  officers  of 
the  Public  Health  Service  may  not  be 
enrolled  in  the  AFROTC. 

(b)  Persons  who  are  members  of  the 
Reserve  components  of  the  Army,  Navy, 
Marine  Corps,  or  Coast  Guard  may  be 
enrolled  in  the  basic  course.  However, 
such  persons  will  not  be  enrolled  as 
cadets  in  the  advanced  course  until  they 
have  been  discharged  from  such  mem¬ 
bership  or  transferred  to  the  Air  Force 
Reserve. 

(c)  Members  of  any  component  of  the 
Armed  Forces  who  are  on  active  military 
duty  may  not  be  enrolled  in  the  AFROTC. 

(d)  Reserve  airmen  who  are  otherwise’ 
qualified  and  accepted  for  enrollment  in 
the  basic  or  advanced  course  will  be  en¬ 
rolled  therein,  and  will  not  be  discharged 
from  their  Reserve  status  for  the  purpose 
of  undertaking  such  course.  However, 
Reserve  airmen  who  are  affiliated  with 
Air  Force  Reserve  units,  units  of  the  Air 
National  Guard,  or  who  hold  mobiliza¬ 
tion  assignments  or  d'^signations,  may  be 
enrolled  as  conditional  cadets  in  the  ad¬ 
vanced  course  pending  release  from  such 
affiliation,  assignments,  or  designations. 
Subsequent  to  release,  they  may  partici¬ 
pate  concurrently  in  Air  Force  Reserve 
point-earning  activities  on  an  unassigned 
or  nonaffiliated  status.  A  professor  of 
air  science  will  comply  with  §§  864.31  to 
864.43  if  he  has  Reserve  airmen  enrolled. 

§  862.15  Compression,  curtailment,  or 
concurrent  pursuit  of  courses.  Under 
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Federal  statute,  the  basic  course  may  not 
be  compressed  or  curtailed  into  a  time 
period  of  less  than  2  academic  years. 
The  entire  AFROTC  course  of  study  is 
expected  to  cover  4  full  academic  years. 
However,  the  Commandant,  AFROTC, 
may  permit  reduction  of  the  entire  course 
into  not  less  than  3  full  academic  years, 
through  concurrent  enrollment  or  com¬ 
pression.  imder  the  following  conditions; 

(a)  For  cadets  enrolled  in  an  academic 
program  involving  less  than  4  years  of 
resident  study  for  the  degree. 

<b)  For  cadets  with  outstanding  lead¬ 
ership  qualities  who  would  otherwise  be 
unable  to  complete  the  entire  AFROTC 
course  of  study  prior  to  the  award  of 
degree. 


The  academic  phase  of  the  AFROTC 
course  of  study  will  not  be  curtailed. 


§  862.16  Transfer  of  AFROTC  cadets. 
Interservice  transfer  of  AFROTC  cadets 
is  authorized  under  the  Statements  of 
Joint  ROTC  Policies. 


§  862.17  Discharge — (a)  From  basic 
course.  With  the  concurrence  of  the 
institutional  authorities,  the  professor  of 
air  science  may  discharge  a  basic  cadet 
from  the  AFROTC.  Such  discharge  re¬ 
lieves  the  institution  of  its  obligation  to 
require  the  cadet  concerned  to  complete 
the  basic  course  as  a  prerequisite  for 
graduation. 

(b)  From  advanced  course.  (1)  The 
professor  of  air  science  may  discharge  a 
cadet  from  the  advanced  course.  Each 
such  discharge  must  receive  the  concur¬ 
rence  of  the  head  of  the  institution  or 
his  designated  representative. 

(2)  A  cadet  will  be  discharged  from 
the  advanced  course  for  the  “conven¬ 
ience  of  the  Government."  A  refund  of 
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commutation  of  subsistence  paid  the 
cadet  will  not  be  required. 

(3)  A  cadet  who.  for  any  reason,  is 
unable  to  continue  regular  enrollment  in 
the  institution,  will  be  discharged  from 
the  advanced  course.  Such  cadet  may 
be  reenrolled  in  the  advanced  course  up¬ 
on  his  return  to  an  institution  having  an 
AFROTC  unit. 

(4)  A  cadet  who,  under  competitive 
criteria,  falls  below  acceptable  retention 
standards  will  be  discharged  from  the 
advanced  course.  Such  cadet  may  be 
reenrolled  only  upon  approval  of  the 
Commandant,  Air  Force  ROTC. 

(5)  The  professor  of  air  science  may 
discharge  a  cadet  because  of  inaptitude, 
indifference  to  training,  incompatibility, 
willfully  evading  the  terms  of  his  ad¬ 
vanced  course  agreement,  for  discipli¬ 
nary  reasons,  or  for  reasons  involving  un¬ 
desirable  traits  of  character.  A  cadet  so 
discharged  will  not  be  reenrolled  in  the 
advanced  course. 

(6)  The  professor  of  air  science  will 
establish  such  board  or  boards  as  re¬ 
quired  to  consider  the  cases  of  cadets 
recommended  for  discharge  for  reasons 
stated  in  subparagraph  (5)  of  this  para¬ 
graph.  The  board  will  be  composed  of 
at  least  three  Air  Force  officers.  The 
institution  will  be  invited  to  provide  a 
representative  for  board  m^bership. 

(c)  With  prejudice.  A  discharge 
“with  prejudice"  is  established  to  pro¬ 
vide  an  elimination  from  the  advanced 
course  of  a  cadet  whose  conduct  is  or  has 
been  such  as  to  bring  dishonor  on  the 
corps  and  upon  himself.  The  board 
may  recommend  the  cadet  for  discharge 
“with  prejudice.”  The  professor  of  air 
science  will  forward  the  case,  with  a 
statement  from  the  head  of  the  institu¬ 
tion,  to  the  Commandant,  Air  Force 


ROTC,  for  review  and  final  approval,  a 
cadet  discharged  “with  prejudice”  is  not 
eligible  for  enrollment  in  an  Air  Foito 
officer  procurement  program  or  for  ap¬ 
pointment  in  any  component  of  the  Air 
Force. 


Power  Co. 


NOTICES 


§  862.18  Organization  of  program, 
textbooks,  and  substitution  of  academk 
courses,  (a)  The  AFROTC  program  of 
instruction  is  organized  into  the  instito- 
tional  phase  which  comprises  the  1m^ 
and  advanced  courses  and  the  AFROTC 
summer  training  phase. 

(b)  Textbooks  for  authorized  air  sci¬ 
ence  courses  and  instructor  guides  win 
be  prepared  and  issued  by  the  Comman¬ 
dant.  Air  Force  ROTC,  subject  to  direc¬ 
tives  and  final  approval  of  Headquarten 
USAF. 

(c)  The  Commandant,  Air  Force 
ROTC,  is  authorized  to  approve  requests 
for  permission  to  substitute  academic 
courses  for  a  portion  or  portions  of  the 
AFROTC  curriculum. 


ORDER  REGARDING  AlffENDlCENT  BY  NON- 
•  UTILITY  COMPANY  OF  ARTICLES  OF  IN¬ 
CORPORATION  TO  INCREASE  AMOUNT  OF 
AUTHORIZED  COMMON  STOCK;  ISSUANCE 
AND  SALE  BY  NON-UTILITY  COMPANY  OF 
COMMON  STOCK  AND  ACQUISITION  THERE¬ 
OF  BY  PARENT  COMPANY ;  AND  ADVANCE  BY 
PARENT  COMPANY  TO  NON-UTILITY  SUB¬ 
SIDIARY  OF  FUNDS  ON  OPEN  ACCOUNT 


May  10,  1955. 

Ohio  Power  Company  (“Ohio”),  an 
exempt  holding  company  and  a  public- 
utility  subsidiary  of  American  Gas  and 
Electric  Company,  a  registered  holding 
company,  and  Ohio’s  non-utility  sub¬ 
sidiary  company.  Central  Ohio  Coal 
Company  (“Central  Ohio”),  have  filed  a 
joint  application-declaration  with  this 
Commission  pursuant  to  the  provisions 
of  sections  6  (a),  7,  9  (a),  10  and  12  of 
the  Public  Utility  Holding  Company  Act 
of  1935  (“act”),  and  Rule  U-45  of  the 


§  862.19  Appointment  as  Reserves  of 
the  Air  Force  or  award  of  certificate  of 
completion.  AFROTC  graduates  may 
either  be  appointed  as  Reserves  of  the 
Air  Force  or  awarded  certificates  of  com¬ 
pletion,  within  the  number  prescribed 
by  Headquarters  USAF.  An  AFROTXJ 
graduate  must  have  successfully  com¬ 
pleted  the  military  training  required  by 
law  and  regulations,  including  AFROTC 
summer  training,  and  have  bem 
awarded  a  baccalaureate  degree  from  an 
accredited  educational  institution. 


[SEAL] 


E.  E.  Toro, 
Colonel,  U.  S.  Force, 
Air  Adjutant  General 


[F.  R.  Doc.  55-3884;  Filed,  May  13.  1955; 
8:45  a.  m.] 


rules  and  regulations  promulgated 
thereunder  with  respect  to  the  follow¬ 
ing  proposed  transactions: 

Central  Ohio  will  (a)  amend  its 
Articles  of  Incorporation  so  as  to  in¬ 
crease  the  authorized  number  of  shares 
of  its  capital  stock  from  40,000  shares 
of  common  stock,  par  value  $100  per 
share,  all  of  which  is  owned  by  Ohio,  to 
100,000  shares  of  common  stock,  par 
value  $100  per  share,  and  (b)  issue  and 
sell  to  Ohio  not  to  exceed  15,000  addi¬ 
tional  shares  of  Central  Ohio’s  common 
stock  for  cash  at  $100  per  share  from 
time  to  time  prior  to  December  31,  1956 
as  funds  are  needed  by  Central  Ohio. 
Ohio  will  (a)  adopt  a  resolution  approv¬ 
ing  the  amendment  of  Central  Ohio’s 
Articles  of  Incorporation  increasing  the 
authorized  number  of  shares  of  common 
stock  from  40,000  shares  to  100,000 
shares,  (b)  acquire  the  15,000  shares  of 
common  stock  to  be  issued  by  Central 
Ohio,  and  (c)  make  advances  to  Central 
Ohio  on  open  account,  pro  rata  with 
the  Central  Ohio  stock  acquired,  from 
time  to  time  prior  to  December  31,  1956, 
of  not  to  exceed  $1,500,000  ih  the  aggre¬ 
gate,  The  advances  on  open  accoimt 
will  bear  interest  at  the  rate  of  3.3  per¬ 


cent  per  annum  which  is  equivalent  to 
the  cost  of  money  on  Ohio’s  unsecured 
serial  notes  issued  in  1951. 

Central  Ohio  conducts  strip  miniDf 
operations  on  coal  lands  owned  by 
adjacent  to  Ohio’s  Philo  and  Muskingum 
River  generating  stations  where  coal  is 
produced  for  such  stations.  In  order  to 
meet  the  increased  coal  requirements 
resulting  from  the  construction  by  CXiio 
of  an  additional  unit  at  its  Muskingum 
River  generating  station.  Central  Ohio 
will  make  capital  expenditures  of  an  esti¬ 
mated  $3,000,000  for  the  purchase  oi 
stripping,  loading  and  auxiliary  equip¬ 
ment  and  the  construction  and  equipping 
of  additional  rail  haul  facilities. 

'The  fees  and  expenses  incurred,  or  to 
be  incurred,  and  paid  in  connection  with 
the  proposed  transactions  consist  of  legal 
fees  of  counsel  in  the  State  of  Ohio, 
estimated  not  to  exceed  $200;  State 
filing  and  recording  fees,  estimated  not 
to  exceed  $725 ;  and  Federal  issue  stamp 
taxes,  estimated  at  $1,650,  all  of  which 
will  be  paid  by  Central  Ohio. 

No  State  commission  and  no  Federal 
regulatory  agency,  other  than  this  Com¬ 
mission,  has  jurisdiction  over  the  pro¬ 
posed  transactions. 


m 
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Saturday,  May  14,  195$ 


Due  notice  of  the  filing  of  said  appli¬ 
cation-declaration  having  been  given  in 
the  manner  prescribed  by  Rule  U-23 
under  the  act,  and  no  hearing  having 
been  requested  of,  or  ordered  by,  the 
Commission;  and  the  Commission  find¬ 
ing  that  the  applicable  provisions  of  the 
act  and  the  rules  promulgated  there¬ 
under  are  satisfied,  that  the  fees  and 
expenses  set  forth  above  are  not  un¬ 
reasonable,  and  that  said  application- 
declaration  should  be  granted  and  per¬ 
mitted  to  become  effective  forthwith, 
subject  to  the  terms  and  conditions  pre¬ 
scribed  in  Rule  U-24  promulgated  under 
the  act: 

It  is  ordered.  Pursuant  to  Rule  U-23 
and  the  applicable  provisions  of  the  act, 
that  said  application-declaration  be,  and 
the  same  hereby  is,  granted  and  per¬ 
mitted  to  become  effective  forthwith, 
subject  to  the  terms  and  conditions  pre¬ 
scribed  in  Rule  U-24. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[p.  R.  Doc.  55-3900;  Filed,  May  13,  1955; 

8:46  a.  m.] 


[Pile  No.  70-33741 

GENERAL  Public  Utilities  Corp. 

ORDER  PERMITTING  EFFECTIVENESS  TO  DEC¬ 
LARATION  REGARDING  CASH  CAPITAL  CON¬ 
TRIBUTION  FROM  PARENT  REGISTERED 
HOLDING  COMPANY  TO  SUBSIDIARY  PUBLIC 
UTILITY  COMPANY 

May  10,  1955. 

General  Public  Utilities  Corporation 
(“GPU”) ,  a  registered  holding  company, 
has  filed  a  declaration  pursuant  to  sec¬ 
tion  12  (b)  of  the  Public  Utility  Holding 
CcHnpany  Act  of  1935  (“act”)  and  Rule 
U-45  promulgated  thereunder  regarding 
the  following  proposed  transaction: 

GPU  proposes  to  make  a  cash  capital 
contribution  in  the  amount  of  $1,500,000 
to  its  subsidiary  Jersey  Central  Power  & 
Light  Company  (“Jersey  Central”),  a 
public  utility  company.  This  cash  capi¬ 
tal  contribution,  which  is  to  be  credited 
to  the  capital  surplus  account  of  Jersey 
(Antral,  will  be  used  by  that  corporation 
for  its  general  corporate  purposes. 

The  fees  and  expenses  of  GPU,  includ¬ 
ing  legal  fees  of  its  counsel,  will  not  ex¬ 
ceed  $500  in  connection  with  this  trans¬ 
action. 

No  State  commission  or  Federal  com¬ 
mission  (other  than  the  Securities  and 
Exchange  Commission)  has  jurisdiction 
over  this  proposed  transaction. 

GPU  has  requested  that  the  Commis¬ 
sion’s  order  herein  become  effective 
forthwith  upon  issuance. 

Due  notice  having  been  given  of  the 
filing  of  said  declaration  in  the  manner 
prescribed  by  Rule  U-23  and  no  hearing 
having  been  requested  of,  or  ordered  by, 
the  Commission;  and  the  Commission 
™ding  that  the  applicable  provisions  of 
the  act  and  the  rules  promulgated  there¬ 
under  are  satisfied  and  that  no  adverse 
todings  are  necessary  and  the  Commis¬ 
sion  deeming  it  appropriate  in  the  public 
mterest  and  the  interest  of  investors  and 
consumers  that  said  declaration  be  per¬ 
mitted  to  become  effective  forthwith: 


It  is  ordered.  Pursuant  to  Rule  U-23 
and  the  applicable  provisions  of  the  act, 
that  said  declaration  be,  and  the  same 
hereby  is,  permitted  to  become  effective 
forthwith,  subject  to  the  terms  and  con¬ 
ditions  prescribed  in  Rule  U-24. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

[P.  R.  Doc.  55-3901;  Piled.  May  13,  1955; 
8:46  a.  m.] 


[Pile  No.  70-3376] 

Consolidated  Natural  Gas  Co.  et  al. 

NOTICE  OF  FILING  REGARDING  PROPOSED 
ISSUANCE  AND  SALE  BY  PARENT  OF  CAPITAL 
STOCK  PURSUANT  TO  RIGHTS  OFFERING  AND 
BORROWING  FROM  BANKS;  REFUNDING  OF 
SUBSIDIARIES’  SHORT-TERM  NOTES  OWING 
PARENT  BY  ISSUANCE  AND  SALE  OF  COMMON 
STOCK  AND  LONG-TERM  NOTES;  AND  ISSU¬ 
ANCE  AND  SALE  OF  SHORT-TERM  NOTES  BY 
SUBSIDIARIES  AND  ACQUISITION  THEREOF 
BY  PARENT 

May  10.  1955. 

In  the  matter  of  Consolidated  Natural 
Gas  Company,  the  East  Ohio  Gas  Com¬ 
pany,  Hope  Natural  Gas  Company,  The 
Peoples  Natural  Gas  Company,  New  York 
State  Natural  Gas  Corporation,  The  River 
Gas  Company,  Pile  No.  70-3376. 

Notice  is  hereby  given  that  Consoli¬ 
dated  Natural  Gas  Company  (“Consoli¬ 
dated”),  a  registered  holding  company, 
and  its  wholly  owned  subsidiaries.  The 
East  Ohio  Gas  Company  (“East  Ohio”), 
Hope  Natural  Gas  Company  (“Hope”), 
The  Peoples  Natural  Gas  Company 
(“Peoples”) ,  New  York  State  Natural  Gas 
Corporation  (“New  York  State”)  and 
The  River  Gas  Company  (“River”) ,  have 
filed  a  joint  application-declaration  and 
an  amendment  thereto  with  this  Com¬ 
mission  pursuant  to  the  provisions  of  the 
Public  Utility  Holding  Company  Act  of 
1935  (“act”)  and  rules  thereunder.  The 
companies  have  designated  sections  6 
(a) .  6  (b) ,  7,  9  (a) ,  10  and  12  (f )  of  the 
act  and  Rules  U-43  and  U-45  thereunder 
as  applicable  to  the  proposed  transac¬ 
tions  which  are  summarized  as  follows: 

Consolidated  proposes  to  offer  738,721 
shares  of  its  capital  stock,  par  value  $10 
per  share,  for  subscription,  at  a  price  per 
share  to  be  fixed  at  a  later  date  by  its 
board  of  directors,  which  price  will  be 
supplied  by  amendment,  on  warrants  to 
be  issued  to  the  holders  of  its  outstanding 
capital  stock  of  record  at  the  close  of 
business  on  June  2,  1955.  Each  such 
holder  will  be  granted  the  right  to  sub¬ 
scribe  for  shares  of  capital  stock  at  the 
rate  of  one  share  for  each  ten  shares 
held  on  such  record  date,  the  subscrip¬ 
tion  offer  to  expire  at  3:30  p.  m..  New 
York  time,  June  21,  1955. 

The  rights  to  subscribe  will  be  evi¬ 
denced  by  transferable  subscription  war¬ 
rants.  No  fractional  shares  of  capital 
stock  will  be  issued.  Rights  may  be  pur¬ 
chased  to  entitle  the  holder  of  the  war¬ 
rant  to  subscribe  to  one  or  more  full 
shares  of  capital  stock  or  rights  may  be 
sold.  For  the  convenience  of  stockhold¬ 
ers  and  without  charge  to  them  for  such 
service.  The  Hanover  Bank  will  act  as 
agent  for  the  warrant  holders  in  pur¬ 
chasing  and  selling  rights,  but  not  to  ex¬ 


ceed  9  rights  for  each  warrant  holder. 

Consolidated  anticipates  that  some 
shares  of  its  capital  stock  offered  for 
subscription  will  not  be  subscribed  for. 
and,  on  the  basis  of  past  experience,  esti¬ 
mates  that  this  number  of  shares  will 
amount  to  about  3  percent  of  the  total 
offering.  Shares  for  which  subscriptions 
are  not  exercised,  up  to  5  percent  of  the 
issue,  will  be  offered  after  the  subscrip¬ 
tion  date  at  the  subscription  price  to 
Bankers  Trust  Company  as  Trustee  of 
Consolidated’s  Annuity  Trust,  subject  to 
call  for  the  account  of  the  Trustees 
under  the  Alternative  'Thrift  Trust  of 
Consolidated’s  Employees  Thrift  Plan. 
Any  such  shares  not  so  subscribed  or  sold 
to  Bankers  Trust  Company  will  there¬ 
after  be  sold  on  the  open  market. 

According  to  the  filing,  the  primary 
purpose  of  the  financing  is  to  obtain 
funds  to  repay  $20,000,000  of  Consoli¬ 
dated’s  short-term  tonk  loans  made  on 
March  15.  1955,  the  remaining  funds 
realized  to  be  used  by  Consolidated  to 
finance  in  part  the  construction  pro¬ 
gram  of  its  subsidiaries  during  1955. 

Upon  consummation  of  the  stock 
financing  by  Consolidated  as  outlined 
above.  Consolidated  and  its  subsidiaries 
propose  to  replace  the  $22,500,000  short¬ 
term  notes  of  the  subsidiaries,  owing  the 
parent,  and  to  carry  out  additional  long¬ 
term  financing  for  construction  purposes 
by  the  issuance  of  long-term  notes  and 
shares  of  capital  stock  of  the  subsidiaries 
in  the  amounts  as  indicated  in  the  fol¬ 
lowing  tabulation: 


Company 

Common 

Notes 

$3,600,000 

4,500,000 

110,000,(100 

4,000,000 

Pnnplm*  .  ,  .  _  . . .  - 

3,500,000 

100,000 

Tntftl _ 

14,000,000 

11,600,000 

The  shares  of  capital  stock  of  New 
York  State  and  Peoples  will  be  issued  toe 
cash  equal  to  the  par  value  thereof.  The 
long-term  notes  of  the  subsidiaries  will 
be  non-negotiable  promissory  notes 
bearing  an  interest  rate  of  3  percent 
per  annum  payable  semi-annually,  which 
rate  is  the  same  as  that  borne  by  the 
debentures  last  issued  by  Consolidated. 

The  maturity  dates  of  the  proposed 
long-term  notes  are  as  follows: 

East  Ohio’s  notes  will  mature  at  the 
rate  of  $500,000  on  July  31  in  each  of  the 
years  1964  through  1970;  Hope’s  notes 
will  mature  at  the  rate  of  $250,000  on 
July  31  in  each  of  the  years  1961  through 
1974,  and  at  the  rate  of  $500,000  on  July 
31  in  the  years  1975  and  1976;  Peoples* 
notes  will  mature  at  the  rate  of  $250,000 
on  July  31  in  each  of  the  years  1960 
through  1973,  River’s  notes  will  mature 
at  the  rate  of  $5,000  on  July  31  in  each 
of  the  years  1959  through  1971,  and 
$15,000  on  July  31,  1972  and  $20,000  on 
July  31.  1973. 

Consolidated  also  proposes  to  borrow 
from  banks  a  total  of  up  to  $20,000,000 
during  1955.  in  order  to  finance  the  tem¬ 
porary  cash  requirements  of  subsidiaries 
in  connection  with  the  purchase  of  gas 
for  underground  storage.  Consolidated’s 
borrowings  will  be  made,  without  collat¬ 
eral  and  without  a  commitment  fee.  at  a 
3  percent  interest  rate  upon  a  promis- 
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sory  note  or  notes  having  a  maturity  of 
not  more  than  12  months  from  the  date 
of  the  first  borrowing  with  the  right  of 
prepayment  at  any  time  without  penalty. 
In  turn.  Consolidated  will  loan  the  $20,- 
000,000  to  the  subsidiaries  and  in 
amounts  as  follows:  East  Ohio,  $4,000,- 
000;  Hope,  $4,000,000;  New  York  State, 
$11,500,000  and  Peoples,  $500,000.  These 
loans  to  subsidiaries  will  be  on  short¬ 
term  promissory  notes  having  a  maturity 
date  on  or  before  the  time  of  maturity 
of  Consolidated’s  first  borrowing  and 
will  bear  a  3  percent  interest  rate. 

It  is  stated  that  copies  of  the  applica¬ 
tions  by  Hope,  Peoples,  East  Ohio  and 
River  to  the  State  Commissions  in  West 
Virginia,  Pennsylvania  and  Ohio  and  the 
orders  of  those  Commissions  to  be  issued 
in  respect  of  the  proposed  transactions 
are  to  be  suiH}lied  by  amendment. 

The  fees  and  expenses  to  be  incurred 
by  the  subsidiaries  in  connection  with 
the  above  transactions  are  estimated  to 
be  $5,000  for  New  York  State  Franchise 
Tax  and  $15,400  for  Federal  Issue  Tax  on 
capital  stock.  The  fees  and  expenses  to 
to  incurred  in  connection  with  the  is¬ 
suance  and  sale  of  capital  stock  by  Con¬ 
solidated  are  estimated  to  be  as  follows: 


S.  EL  C.  filing  fee _  $2, 363 

New  York  Stock  E:xchange  listing 

fee _  1,900 

Federal  stock  issue  taxes _  13, 000 

Subscription  agent  fees _ -  53, 875 

Subscription  agent  expenses _ _  18, 125 

Transfer  agent  fees _ _  15, 180 

Transfer  agent  expenses _ _  7, 520 

Registrar  fee _  3, 300 

Printing  of  registration  statement, 

prospecUis,  etc _  65, 000 

Printing  of  warrants  and  stock  cer¬ 
tificates  _ _  6, 500 

Fees  of  coimsel _ _  8, 500 

Fees  of  independent  accotmtants-.  7,  500 

Fees  of  engineers _  7,500 

Miscellaneous,  including  advertis¬ 
ing,  postage,  etc _ _ _ ...  2, 800 


Total _ 213,063 


Applicants-declarants  request  that 
the  Commission’s  order  or  orders  to  be 
entered  herein  become  effective  upon  is¬ 
suance. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  May 
23,  1955  at  5:30  p.  m.,  request  the  Com¬ 
mission  in  writing  that  a  hearing  be 
held  on  such  matters,  stating  the  na¬ 
ture  of  his  interest,  the  reasons  for  such 
request,  and  the  issues  of  fact  or  law,  if 
any,  raised  by  said  joint  application-dec¬ 
laration  which  he  desires  to  controvert, 
or  he  may  request  that  he  be  notified  if 
the  Commission  should  order  a  hearing 
thereon.  Any  such  request  should  be 
addressed:  Secretary,  Securities  and  Ex¬ 
change  Commission,  Washington  25, 
D.  C.  At  any  time  after  said  date  said 
joint  application-declaration,  as  filed  or 
as  amended,  may  be  granted  and  permit¬ 
ted  to  become  effective  as  provided  in 
Rule  U-23  of  the  rules  and  regulations 
promulgated  under  the  act,  or  the  Com¬ 
mission  may  take  such  other  action  as 
it  may  deem  appropriate  under  the  cir¬ 
cumstances. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.  B.  Doc.  55-3902;  FUed,  May  13,  1955; 

8:46  a.  m.] 


[FUe  No.  70-3377] 

John  H.  Ware,  3d 

NOTICE  OF  FILING  REGARDING  ACQUISITION 

BY  AFFILIATE  OF  PUBLIC  UTILITY  COM¬ 
PANIES  OF  OUTSTANDING  CAPITAL  STOCK 

OF  NON-AFFILIATED  GAS  UTILITY  COMPANY 

May  10,  1955. 

Notice  is  hereby  given  that  John  H. 
Ware,  3d  (“Ware”)  has  filed  an  appli¬ 
cation  with  this  Commission  pursuant  to 
the  provisions  of  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935  (“act”).  Ap¬ 
plicant  has  designated  sections  9  and 
10  of  the  act  as  applicable  to  the  filing. 

All  interested  persons  are  referred  to 
said  application,  which  is  on  file  in  the 
offices  of  the  Commission,  for  a  statement 
of  the  transaction  proposed  therein, 
which  is  summarized  as  follows : 

Ware  is  an  affiliate  of  14  gas  utility 
companies  organized  and  doing  business 
in  the  State  of  Pennsylvania,  which  are 
subsidiaries  of  Penn  Fuel  Gas,  Inc. 
(“Penn  Fuel”) ,  an  exempt  holding  com¬ 
pany  all  of  whose  common  stock  is  owned 
by  Ware,  and  of  Salem  Gas  Company,  a 
gas  utility  company  which  is  not  affili¬ 
ated  with  Penn  Fuel.  Ware  proposes  to 
purchase  for  (^h  from  four  individuals 
all  of  the  outstanding  capital  stock  of 
Jersey  Shore  Gas  &  Heating  Company 
(“Jersey  Shore”),  a  Pennsylvania  cor¬ 
poration  and  a  gas  utility  company,  con¬ 
sisting  of  720  shares  of  common  stock, 
par  value  $10  per  share.  The  proposed 
price  of  $24,000  to  be  paid  for  the  stock 
is  represented  as  having  been  deter¬ 
mined  by  arm’s-length  negotiation. 

The  filing  states  that  Jersey  Shore’s 
service  area  is  located  approximately  11 
miles  west  of  the  service  area  of  Lock 
Haven  Gas  Company  (“Lock  Haven”), 
a  subsidiary  of  Penn  Fuel.  It  is  repre¬ 
sented  that  Lock  Haven  and  Jersey  Shore 
have  made  arrangements  to  obtain  sup¬ 
plies  of  natural  gas  from  a  common 
source,  which  will  be  delivered  through 
an  existing  transmission  line  of  Trans- 
Penn  Transit  Company,  a  non-afflliated 
pipe  line  company;  that  connections  will 
be  constructed  by  Lock  Haven  and  Jersey 
Shore  with  such  line;  and  that,  as  a 
result  of  such  connections.  Lock  Haven 
and  Jersey  Shore  will  be  physically  con¬ 
nected. 

The  filing  also  states  that  if  Ware  ac¬ 
quires  the  common  stock  of  Jersey  Shore 
it  is  anticipated  that  Penn  Fuel  will  fur¬ 
nish  management  and  related  services 
to  the  company  on  the  same  basis  (ap¬ 
proximately  at  cost)  that  such  services 
are  presently  rendered  by  Penn  Fuel  to 
its  subsidiaries. 

It  is  represented  that  no  State  com¬ 
mission  and  no  Federal  regulatory 
agency,  other  than  this  Commission,  has 
any  jurisdiction  over  the  proposed 
transaction. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  May  24, 
1955,  at  5:30  p.  m.,  e.  d.  s.  t.,  request  the 
Commission  in  writing  that  a  hearing  be 
held  on  this  matter,  stating  the  nature 
of  his  interest,  the  reason  for  such  re¬ 
quest,  and  the  issues  of  fact  or  law,  if 
any,  raised  by  said  application  which  he 
proposes  to  controvert,  or  be  may  request 
to  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary, 


Securities  and  Exchange  Commissioo. 
Washington  25,  D.  C.  At  any  time  after 
such  date  said  application,  as  filed  or  as 
it  may  hereafter  be  amended,  may  be 
granted  pursuant  to  Rule  U-23  of  the 
rules  promulgated  under  the  act,  or  the 
transaction  proposed  therein  may  be 
exempted  pursuant  to  Rules  U-20  (a) 
and  U-100  thereunder. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

IP.  R.  Doc.  55-3903;  Piled,  May  13,  1955; 
8:46  a.  m.] 


[File  No.  70-3378] 

Wisconsin  Southern  Gas  Co.,  Inc. 

NOTICE  OF  FILING  REGARDING  ISSUANCE  BT 

REGISTERED  HOLDING  COMPANY  OF  SHARB 

OF  (X>MMON  STOCK  AS  DIVIDEND 

May  10,  1955. 

Notice  is  hereby  given  that  Wiscondn 
Southern  Gas  Ctompany,  Inc.  (“Wiscon¬ 
sin”)  ,  a  registered  holding  company,  has 
filed  a  declaration  with  this  Commissitm 
pursuant  to  the  provisions  of  the  Public 
Utility  Holding  Company  Act  of  1935 
(“act”).  Declarant  has  designated  sec¬ 
tions  6  and  7  of  the  act  as  applicable  to 
said  filing. 

All  interested  persons  are  referred  to 
said  declaration,  which  is  on  file  in  the 
offices  of  the  Commission,  for  a  state¬ 
ment  of  the  transaction  proposed  therein 
which  is  summarized  as  follows: 

Wisconsin  proposes  to  issue  to  its 
stockholders  on  or  about  June  1,  1955, 
as  a  dividend,  7,570  shares  of  authorized 
but  unissued  common  stock,  par  value 
$10  per  share,  at  the  rate  of  one  share 
for  each  ten  shares  held.  The  stock 
dividend  will  be  issued  in  full  shares  only 
and  transferable  scrip  certificates  will  be 
issued  to  stockholders  entitled  to  receive 
fractional  shares.  Wisconsin  states  that 
it  will  assist  stockholders  to  transfer  or 
purchase  and  sell  scrip  representing 
fractional  shares  and  that  it  will  redeem, 
after  July  1,  1955,  at  the  rate  of  $1130 
per  share,  any  scrip  presented  repre¬ 
senting  rights  to  less  than  one  share  of 
stock  if  arrangements  cannot  be  made 
forthwith  to  transfer  or  sell  such  righti 
for  not  less  than  $11.30  per  share. 

Wisconsin  states  that  the  stock  divi¬ 
dend  is  being  issued  for  the  purpose  of 
capitalizing  earned  surplus  of  the  cwn- 
pany  as  a  preliminary  step  to  the  merger 
of  Wisconsin  and  its  only  subsidiary, 
Wisconsin  Southern  Gas  Company,  a 
public  utility  company. 

Wisconsin  proposes,  upon  the  issuance 
of  the  stock  dividend,  to  charge  it* 
Earned  Surplus  with  the  amount 
$85,540,  being  at  the  rate  of  $11.30  per 
share,  and  to  credit  $75,700,  the  aggre¬ 
gate  par  value  of  the  shares  to  be  issued, 
to  Common  Capital  Stock  and  to  credit 
$9,840,  or  $1.30  per  share  of  said  stock 
dividend,  to  Capital  Surplus.  Wisconsin 
represents  that  the  book  value  of  its 
common  stock  is  approximately  $1136 
per  share;  and  that  there  is  no  active 
market  for  the  stock. 

The  filing  states  that  no  State  com¬ 
mission  and  no  Federal  regulatory 
agency,  other  than  this  Commission,  hw 
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any  jurisdiction  over  the  proposed 
transaction. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  May  24, 
1955,  at  5:30  p.  m.,  e.  d.  s.  t.,  request  the 
Commission  in  writing  that  a  hearing  be 
held  on  this  matter,  stating  the  nature 
of  his  interest,  the  reason  for  such  re¬ 
quest,  and  the  issues  of  fact  or  law,  if 
any,  raised  by  the  declaration  which  he 
proposes  to  controvert,  or  he  may  re¬ 
quest  to  be  notified  if  a  hearing  should 
be  ordered  thereon.  Any  such  request 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission,  Wash¬ 
ington  25,  D.  C.  At  any  time  after  such 
date  said  declaration,  as  filed  or  as  it 
may  hereafter  be  amended,  may  be 
granted  pursuant  to  Rule  U-23  of  the 
rules  promulgated  under  the  act,  or  the 
transaction  proposed  therein  may  be 
exempted  as  provided  in  Rules  U-20  (a) 
and  U-100  thereof. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

[P.  R.  Doc.  55-3904;  Filed.  May  13,  1955; 

8:47  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  67711 

North  Central  Airlines,  Inc.;  Certif¬ 
icate  Renewtal  Case 

NOTICE  OF  POSTPONEMENT  OF  PREHEARING 
CONFERENCE 

In  the  matter  of  the  application  of 
North  Central  Airlines,  Inc.,  for  a  per¬ 
manent  certificate  of  convenience  and 
necessity  for  Route  86. 

Notice  is  hereby  given  that  the  pre- 
hearing  conference  in  the  above-entitled 
matter  now  assigned  for  May  17,  1955  is 
postponed  indefinitely. 

Dated  at  Washington,  D.  C.,  May  11, 
1955. 

[SEAL]  Francis  W.  Brown, 

Chief  Examiner, 

|P.  R.  Doc.  55-3961;  Filed.  May  13,  1955; 
8:55  a.  m.] 


[Docket  No.  67861 

Pioneer  Air  Lines;  Certificate  Renewal 
Case 

NOTICE  OF  POSTPONEMENT  OF  PREHEARING 
CONFERENCE 

In  the  matter  of  the  application  of 
Pioneer  Air  Lines  under  section  401  of 
the  Civil  Aeronautics  Act  of  1938,  as 
amended,  for  a  renewal  of  its  temporary 
certificate. 

Notice  is  hereby  given  that  the  pre- 
hearing  conference  in  the  above-entitled 
matter  now  assigned  for  May  17,  1955 
is  postponed  indefinitely. 

Dated  at  Washington,  D.  C.,  May  11, 

IffOOt 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

(P.  R.  Doc.  55-3960;  Filed,  May  13,  1955; 
8:55  a.  m.] 


[Docket  No.  6916  et  al.] 

Lake  Central  Certificate  Renewal 
Investigation 

NOTICE  OF  POSTPONEMENT  OF  PREHEARING 
CONFERENCE 

Notice  is  hereby  given  that  the  pre- 
hearing  conference  in  the  above-entitled 
investigation  now  assigned  to  be  held 
on  May  23  is  postponed  to  June  13,  1955. 
This  conference  will  be  held  at  10:09 
a.  m.,  e.  d.  s  .t.,  in  Room  E-210,  Tempo¬ 
rary  Building  No.  5,  Seventeenth  and 
Constitution  Avenue  NW.,  Washington, 
D.  C.  before  Examiner  Paul  N.  Pfeiffer.  • 

In  order  to  facilitate  the  conduct  of 
this  conference  interested  parties  are  re¬ 
quested  to  present  motions  for  consoli¬ 
dation  or  modification  of  the  issues  in 
this  proceeding  to  Examiner  Pfeiffer  on 
or  before  June  6,  1955,  with  copies  to 
other  interested  parties.  It  is  also  re¬ 
quested  that  any  requests  for  evidence 
should  be  circulated  at  the  same  time. 

Dated  at  Washington,  D.  C.,  May  11, 
1955. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.  R.  Doc.  55-3959;  Filed,  May  13,  1955; 

8:55  a.  m.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Outer  Continental  Shelf  Off  Louisiana 
AND  Texas 

OIL  AND  GAS  LEASE  OFFER 

May  11,  1955. 

Pursuant  to  section  8  of  the  Outer 
Continental  Shelf  Lands  Act  (67  Stat. 
462)  and  the  regulations  issued  there¬ 
under  (43  CPR  Part  201),  sealed  bids 
addressed  to  the  Manager,  Outer  Conti¬ 
nental  Shelf  Office,  Bureau  of  Land 
Management,  608  Masonic  Temple  Build¬ 
ing,  New  Orleans,  Louisiana,  will  be  re¬ 
ceived  on  or  before  July  12,  1955,  at 
10  a.  m.,  c.  s.  t.,  for  the  lease  of  oil  and 
gas  in  certain  areas  of  the  Outer  Conti¬ 
nental  Shelf.  Gulf  of  Mexico,  adjacent 
to  the  States  of  Louisiana  and  Texas. 
Bids  will  be  opened  in  the  Court  Room, 
U.  S.  District  Court,  Room  245,  Main 
Post  Office  Building,  600  Camp  Street, 
New  Orleans,  Louisiana.  Bids  may  be 
delivered  in  person  to  the  Office  of  the 
Manager  or  the  Court  Room  between 
8:30  a.  m.,  c.  s.  t.,  and  10  a.  m.,  c.  s.  t., 
July  12,  1955.  Bids  received  by  mail  or 
delivered  in  person  after  10  a.  m.,  c.  s.  t., 
July  12,  1955,  will  not  be  considered. 

All  bids  must  be  submitted  in  accord¬ 
ance  with  applicable  regulations,  par¬ 
ticularly  43  CFR  201.20.  201.21  and  201.22. 
Bidders  are  warned  against  violation  of 
section  1860,  Title  18,  U.  S.  Code,  pro¬ 
hibiting  unlawful  combination  or  intimi¬ 
dation  of  bidders.  Bidders  must  submit 
with  each  bid  one-fifth  of  the  amount 
bid  in  cash  or  by  cashier’s  check,  bank 
draft,  certified  check  or  money  order 
payable  to  the  order  of  the  Bureau  of 
Land  Management.  The  leases  will  pro¬ 
vide  for  a  royalty  rate  of  one-sixth,  and 
a  rental  or  minimum  royalty  of  $3  per 
acre  or  fraction  thereof. 


Bids  will  be  considered  on  the  basis 
of  the  highest  cash  bonus  offered  for  a 
tract  but  no  total  bid  amounting  to  less 
than  $15  per  acre  will  be  considered. 
Oil  payment,  overriding  royalty,  loga¬ 
rithmic  or  sliding  scale  bids  will  not  be 
considered.  No  bid  for  less  than  a  full 
tract,  as  listed  below,  will  be  considered. 
The  tract  numbers  shown  are  assigned 
only  for  the  purposes  of  this  sale  and  are 
not  the  same  as  block  numbers  desig¬ 
nated  on  the  official  leasing  map.  A 
separate  bid,  in  a  separate  sealed  en¬ 
velope,  must  be  submitted  for  each  tract. 
The  envelope  should  be  endorsed  “Sealed 
bid  for  oil  and  gas  lease.  Louisiana  [or 
Texas]  (insert  number  of  tract) ,  not  to 
be  opened  until  10  a.  m„  c.  s.  t.,  July  12, 
1955.”  The  right  is  reserved  to  reject 
any  or  all  bids.  The  tracts  offered  for 
bid  are  as  follows; 

I.  Off  Louisiana 

WEST  CAMERON  OFFICIAL  LEASING  MAP  NO.  1 


Tract  No. 

Description 

Block 

Acreage 

La.-200 . 

66 

66 

67 

68 
68 

69 

70 
70 

103 

104 

1,250 

937.5 

2,500 

2,500 

2,500 

5,000 

2,500 

2,500 

6,000 

5,000 

La.-201 . 

. 

NHNWJi  and 
NWJ^NEJi. 

EH . 

La.-202 . 

La.-203 . 

NH  _ 

La.-204 . 

SH  . 

La.-205 . 

Air  _ 

La.-206 . 

NH _ 

La.-207 . 

SH _  . 

I.a.-2n8 

A  If 

La.-209 . 

All  _ 

EAST  CAMERON  OFFICIAL  LEASING  MAP  NO.  S 


Lft.-2in 

All  _ 

11 

La.-211  .  . 

All  . 

12 

La.-212 

All _ 

no 

La.-213 

NH  _ 

111 

La.-214 . 

sH  _  .  . 

111 

La.-215  _ 

NH  . . 

112 

La.-216 

SH  .. 

112 

La.-217 . 

NH . 

125 

La.-218 

SH . 

125 

La.-219 . 

NH  .  .  . 

126 

La.-220 . 

8*4  - 

126 

La.-22l . 

An . 

127 

La.-222 _ 

All . 

128 

La.-223  ... 

NH 

129 

La.-224  _ 

SH . 

129 

La.-225 . 

NH . 

130 

T.a.-22fi  ___ 

sH" . 

130 

La.-227 _ 

EH . 

147 

La.-228 

WH . 

147 

La.-229 . 

EH  _  . 

148 

La.-23n 

WH  .  . 

148 

La.-231 . 

EH . 

149 

La.-2:i2 

WH 

149 

La.-233 . 

EH . 

160 

T.a.-2:U  _ . . 

WH . 

160 

La.-235  _ 

EH . 

161 

T.a.-23fi  _  . 

WH 

161 

La.-237 . 

EH . 

162 

La.-23« 

WH . 

162 

La.-239 . 

eH . 

165 

T.a.-24n  ___ 

wH . 

165 

La.-241  _ 

EH . 

166 

T.a  -242 

WH 

166 

La.-243 . 

EH . 

167 

I.a.-244 

WH  _ 

167 

6,000 

5,000 

2,114 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,057.89 

2,001.79 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 


VERMIUON  OFFICIAL  LEASING  MAP  NO.  3 


TA-24.'i  _ 

All  _ _ 

25 

I.a.-246 . 

NH . 

34 

I.A.-247 . 

SH’ . 

34 

T.a  -24H 

NH . 

35 

IA.-249 . 

S'< . 

35 

La.-2.50 . 

NH . 

36 

La.-251 . 

8H . 

36 

I>a.-252 . 

NH . 

37 

l.a -2.5:1 

37 

Iji  -2.54 

. 

NH . 

44 

I.«.-25.5 . 

SH'- . 

44 

1A-2.5R 

NH . 

45 

Ta-2.57  .. 

BH. . 

45 

1j\-2.5« _ 

SH . 

46 

Ta  -2.59 

NH . 

47 

TA-26n 

SH  _ _ 

47 

TA.-2f.l  _ 

NH  _ 

55 

l.a.-262  _ 

SH _ 

65 

lA-26;t 

NH  _ 

66 

La.-204 . 

SH . 

66 

5,000 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 
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NOTICES 


I.  Oft  Louisiana — Continued 


I.  Otf  Louisiana — Continued 


Area. 


Official  Leasing  Map  No.. 


▼  BSMIUON  OFFICIAL  UEASINO  MAP  MO.  S — COD. 


Tract  No. 

Description 

Block 

Acreage 

Ta  -*« 

N14 _ 

67 

2,500 

R4'  _ 

57 

2^500 

1a-%7 

nCj _ 

68 

2iS00 

lA.-2(i8 . 

s;4' . 

68 

2^500 

IA.-209  _ 

_ 

65 

2,500 

Tj»-27n 

_ 

65 

2,500 

1*1-271  _ 

66 

21500 

T,a  -272  . 

. 

66 

2,500 

1JI-27S  _  _ 

. 

N)4 . 

67 

2;  .500 

1a -274 

R4'  _ 

67 

2,500 

1 A -27.4 

•  68 

2,500 

1a  -27fi 

. 

68 

2,500 

1a -277 

. 

N4 _ 

77 

2^500 

lA  -27« 

R*^ _ 

77 

2,500 

1a  -270 

N4  _ _ 

101 

2;  2.58.  79 

l.a-‘>H0  . 

101 

2, 272.  81 

1a-2R1 

. 

N4  _ _ 

102 

2,286.84 

La.-282 _ 

102 

2;  300. 86 

1a  -2K3 

. 

. 

103 

2,500 

1a-284  . 

gi;^" . 

ia3 

2,500 

Ia-TIU 

104 

2^500 

La.-28<1 . 

. 

B'/i. . 

104 

2,500 

lA  -«7 

N)4 . 

105 

2,500 

1a  -28K 

Rl^ _ 

105 

2,500 

1a  -va 

NI4 

118 

2,500 

1a -290 

R4 _ 

118 

2,500 

1a, -291 

121 

%  314. 89 

Ia-292  __  . 

RiT  . 

121 

2, 328, 92 

1a-29« 

N4  .  _ 

122 

4  21342.94 

1A.-294 _ 

RVi" _ 

122 

!  2,356.97 

1a  -295 

.  _ 

125 

1  2,500 

1a-29A  _  . 

R4' _  _ 

125 

I  2,500 
t 

south  TIMBAUBB  OFFICIAL  LEASINQ  MAP 
NO.  0 — continued 


Tract  No. 

Description 

Block 

I.A.-3.54  _ 

Nli _ 

64 

La.-355 . 

SV4  _ 

64 

I.a.-356 . 

EH . 

75 

1a.-3.57  .  _ 

wH _  _ 

75 

IA.-358 . 

EH . 

76 

1a.-3.59 _ 

wH _ 

76 

La.-360 . 

nH . 

85 

T.a.-.V,1  .  _ . 

rH'  . -  - 

85 

La.-362 . 

nH . 

86 

141.-363 . 

SH. . 

86 

La.-364 . 

nH . 

87 

La.-365 . 

sH' . 

87 

La.-366 . . 

EH . 

97 

TA.-.367 

W4 

97 

1A.-368 . 

eH . 

98 

lA.-.36g _ 

WH . 

98 

Acreage 


2,500 

2,600 

2,422.5 

2,422.5 

2,500 

2,500 

2,500 

2,500 

2,500 

2,600 

2,.'i00 

2,500 

2,500 

2,500 

2,411.11 

2,411.11 


GRAND  ISLE  OFFICIAL  LEASING 

MAP  NO.  7 

La.-370  > . 

AU . 

38 

4, 539. 89 

*  Tract  La.-370  is  within  the  area  of  the  Grand  Isle 
Catco  Unit  Agreement  (No.  14-08-001-2021),  approved 
by  the  Assistant  Secretary  of  the  Interior  on  December 
22,  1954.  Continental  Oil  Company  is  the  approved 
Unit  Operator,  The  Unit  Agreement  and  the  Unit 
Oix?rating  Agreement  prescribe  the  conditions  for  joinder 
and  may  be  inspwted  in  the  offices  of  the  U.  S.  Geologi¬ 
cal  Survey,  Washington,  D.  C.  and  New  Orleans,  Louisiana. 


Tract 

No. 

Total 

amount 

bid 

Amount 
per  acre 

Amount  submitted 
with  bid 

(Signature) 


(Address) 

Important.  The  bid  must  be  ac(K)m* 
panied  by  one-fifth  of  the  total  amount 
bid.  This  amount  may  be  in  cash,  monej 
order,  cashier’s  check,  certified  check, « 
bank  draft. 

A  separate  bid  must  be  made  for  each 
tract. 

Edward  Woozley, 

Director. 

[F.  R.  boc.  55-3955;  Filed,  May  13,  1955; 
a.  m.] 


National  Park  Service 


EUGENE  ISLAND  OFFICIAL  LEASING  HAP  NO.  4 


Ta  -297  .  . 

EK  .  .  _ 

193 

Z500 

2,  .500 
2,500 
2,500 
2,500 

La.-298 . 

WH . 

193 

Ta-299 

eH- . 

194 

TA  -.3n0  _  . 

W4  . . 

194 

La.-301 . 

eH . 

207 

Ta  -.302  _ 

W4 _ 

207 

2,500 

2,600 

2,500 

2,600 

2,500 

2,  .500 
2,500 
2,500 

2.  500 

La.-303 

eH _ 

208 

LU.-304 

wH . . 

208 

La.-305 . 

_ _ 

209 

lA-.3n6 

W4 

209 

La.-307 

eH _ 

214 

1a  -308  _ 

wH 

214 

La.-309 

EH . 

215 

lA  -.310 _ 

W4 

215 

IA.-.311 _ 

EH . 

216 

2,500 

2,500 

La.-312 

W14 . . . 

216 

SHIP  SHOAL  OFFICUL  LEASING  MAP  Na  5 


TA.-313 _ 

_ 

no 

2,500 

Ia.-SU _ 

wH . 

no 

2^500 

La.-315 _ 

eH__  . . 

in 

2’ 500 

La.-316 

wH _ 

111 

2^500 

La.-317 

EH . 

116 

2i  445.  28 

La.-318 

wH _ 

116 

%  445. 28 

sEH . 

117 

1^250 

1A.-.320  _ 

wu 

120 

%  500 

La.-321 

Fi^ 

121 

2’ 500 

La.-322 _ 

WH . 

121 

2^500 

1A.-.323 

All  _  _ 

129 

5,000 

La.-324 _ 

EH . 

134 

2)500 

La.-.32.5  _ 

w»,4 _ 

134 

2,  500 

La.-326 

eH . 

135 

2)500 

1A.-.327  _ 

WH . 

135 

2)500 

La.-328 . 

nH _ 

136 

2,  500 

La.-329  _ 

sH 

136 

2,500 

La.-330 . 

NiH _ 

137 

2,  600 

La.-331 

sH  .  . 

137 

2)500 

La.-332 

EH . 

138 

2  500 

La.-333 

WH . 

138 

2,600 

La.-334 . 

eH _ 

139 

2)  456. 665 

La.-335 _ 

W14 

139 

2  456  665 

La.-336 . 

eH__ 

140 

2,468.06 

La.-337 

wH 

140 

La.-338 . 

EH 

141 

2  .500 

La.-339 . 

WH 

141 

2,500 

La. -340 . 

All 

176 

nofi 

La.-341 . 

All  .  _ 

177 

5  000 

La.-342 

All 

178 

A  000 

La.-.343 

All 

197 

5  000 

La.-344 . 

All 

198 

5^)00 

La.-345 . 

All 

199 

5,000 

SOUTH  TIMBAUEB  OFFICIAL  LEASING  MAP  NO.  8 


La.-346.... _ 

SW _ 

24 

La.-347 . 

All  _ 

35 

La.-348 . 

AU _ 

50 

La.-349 _ 

EH . 

63 

La.-360 _ 

NH _ 

62 

La.-351 

SV4 _ 

62 

La.-3S2 . 

NH _ 

63 

La.-353 . 

SH . 

03 

1,074.23 

5,000 

6,000 

2,500- 

2,500 

2,500 

2,500 

2,500 


II.  Off  Texas 


GALVESTON  OFFIOAL  LEASING  MAP  NO.  6 


Tract  No. 

Description 

Block 

Acreage 

T<‘t-.39  _ 

All  _ _ 

223 

224 

240 

241 
253 
255 

6,760 

6,760 

6.760 

5.760 

6.760 
2,880 

Tpt-AO  _ 

All  .  . . 

Tcr.-Al  _ 

All . 

Tex.-42 . 

All 

Tex.-43 . 

All  _ 

Tm.-44  _ 

NW . 

HIGH  ISLAND  OFFICIAL  LEASING  MAP  NO.  7 


Tex.-45 . 

814  _ 

A-53 

2,880 

TeT.-46  .  _ .  . . 

All . 

A-54 

5,760 

Tpt.-47  . . . 

All . 

A-55 

6,760 

Tei.-4a _ 

All . 

A-56 

6)760 

TPI.-49 

All  _ 

A-67 

6)760 

Tpx.-.V)  ___ 

All  . . 

A-69 

6,760 

Tex.-51 . 

All . 

A-70 

6,760 

Tex.-52 . 

All . 

A-71 

6,760 

Tp,t.-.5.3  ... 

All 

A-72 

6)760 

Tex.-54. . 

All . 

A-73 

6)760 

Tex.-55 

All  _ 

A-74 

6)760 

Tex.-56 . 

RW  .  _ _  ... 

A-75 

2)880 

Tex.-57 . 

All  _ 

A-76 

6)760 

Tex.-58 . 

All . 

A-77 

6,760 

Tei.-59 . 

All . 

A-78 

6,760 

Tex.-60 . 

All  _ 

A-79 

6)760 

Tex.-61 . 

All . 

A-80 

6,700 

Tei.-62 . 

All . 

A-81 

6,760 

Tex.-63 . 

All . 

A-82 

6)760 

Tex.-64 . 

All . 

A-95 

6,760 

Tei.-65 

All  .. 

A-96 

6)760 

TP.1.-66 

All . 

A-97 

6)760 

TPT.-67  ___ 

All . 

A-98 

6,760 

Tex.-68. . 

All  .  .  ..... 

A-99 

6,760 

Tex. -69  _ 

All . 

A-lOO 

6)760 

Tei.-70 

All  _ 

A-101 

6)760 

TCX.-71 . 

All . 

A-102 

6,760 

Tei.-72 

All  . 

A-103 

5)760 

Tex.-73_-„J 

All  _ 

A-104 

6)760 

Tex.-74  ... 

All . 

A-105 

6)760 

TPX.-75  __ 

All 

A-106 

6)700 

Tex. -76  _ 

All  ... 

A-107 

5)700 

Tex.-77  — . 

All  . 

A-108 

6)760 

Bidders  are  requested  to  submit  their 
bids  in  the  following  form: 


Manager, 

Outer  Continental  Shelf  Office, 

Bureau  of  Land  Management, 

Department  of  the  Interior, 

608  Masonic  Temple  Building, 

New  Orleans  12,  Louisiana. 

On.  AND  Gas  Bro 

The  following  bid  is  submitted  for  an  oil 
and  gas  lease  on  land  of  the  Outer  Con¬ 
tinental  Shelf  specified  below: 


[Yellowstone  National  Park  Order  1] 

Assistant  Superintendent  and  Supb* 
VISING  Purchasing  Agent 

DELEGATION  OF  AUTHORITY  TO  EXECUTE  ARI 
APPROVE  CERTAIN  CONTRACTS 

April  21,  1955. 

Section  1.  Assistant  Sujyerintendent, 
The  Assistant  Superintendent  may  exe¬ 
cute  and  approve  contracts  not  in  excess 
of  $15,000  for  supplies,  equipment,  at 
services  in  conformity  with  applicabk 
regulations  and  statutory  authority  and 
subject  to  availability  of  appropriatioiu. 
This  authority  may  be  exercised  by  the 
Assistant  Superintendent  in  behalf  of 
any  coordinated  area. 

Sec.  2.  Supervising  Purchasing  AgetU. 
The  Supervising  Purchasing  Agent  maj 
execute  and  approve  contracts  not  in 
excess  of  $2,000  for  supplies,  equipment 
or  services  in  conformity  with  applicable 
regulations  and  statutory  authority  and 
subject  to  availability  of  appropriation 
This  authority  may  be  exercised  by  the 
Supervising  Purchasing  Agent  in  behaU 
of  any  coordinated  area. 

Sec.  3.  Appeals.  Any  party  aggrieved 
by  any  action  or  decision  of  the  Assistant 
Superintendent  or  Supervising  Purchas¬ 
ing  Agent  shall  have  a  right  of  appeal 
to  the  Superintendent  of  the  area.  Any 
such  appeal  shall  be  in  writing  and  shall 
be  submitted  to  the  Superintendent 
within  30  days  after  receipt  by  the  ag¬ 
grieved  party  of  notice  of  the  action 
taken  or  decision  made  by  the  Assistant 
Superintendent  or  Supervising  Purchas¬ 
ing  Agent. 

(National  Park  Service  Order  No.  14  (19  P.  k 
8824);  39  Stat.  535;  16  U.  S.  C.,  1952  etU 
sec.  2.  Region  Two  Order  No.  2;  (19  P.  B- 
8824)) 

[SEAL]  Warren  P.  Hamilton, 
Acting  Superintendent, 
Yellowstone  National  Park. 

[F.  R.  Doc.  55-3898;  Filed,  May  13,  1956; 

8:45  a.  m.] 
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federal  power  commission 

[Docket  No.  G-6621] 

Phillips  Petroleum  Co. 

notice  of  order  making  effective  pro¬ 
posed  RATE  CHANGES  UPON  FILING  OF 
undertaking  to  assure  refund  of  EX¬ 
CESS  CHARGES 

May  10,  1955. 

Notice  is  hereby  given  that  on  April  21, 
1955,  the  Federal  Power  Commission  is¬ 
sued  its  order  adopted  April  20,  1955, 
making  effective  proposed  rate  changes 
upon  filing  of  undertaking  to  assure  re¬ 
fund  of  excess  charges  in  the  above- 
entitled  matter. 

[SEAL]  Leon  M.  Puquay, 

Secretary. 

[F.  R.  Doc.  5&-3945;  Filed,  May  13,  1955; 
8:52  a.  m.] 


[Docket  No.  G-71141 
El  Paso  Natural  Gas  Co. 

NOTICE  of  findings  AND  ORDER 

May  10,  1955. 

Notice  is  hereby  given  that  on  April  21, 
1955,  the  Federal  Power  Commission  is¬ 
sued  its  findings  and  order  adopted  April 
20,  1955,  issuing  a  certificate  of  public 
convenience  and  necessity  in  the  above- 
entitled  matter. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

(P.  R.  Doc.  55-3946;  Piled,  May  13,  1955; 
8:52  a.  m.] 


[Project  No.  1218] 

Georgia  Power  Co. 
notice  of  order  amending  license 

(MAJOR) 

May  10,  1955. 

Notice  is  hereby  given  that  on  April 
26,  1955,  the  Federal  Power  Commission 
issued  its  order  adopted  April  20,  1955, 
amending  license  (Major)  in  the  above- 
entitled  matter. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  55-3947;  Piled.  May  13,  1955; 
8:52  a.  m.] 


[Project  No.  1951] 

Georgia  Power  Co. 

NOTICE  OF  ORDER  FURTHER  AMENDING 
LICENSE  (MAJOR) 

May  10,  1955. 

Notice  is  hereby  given  that  on  April  26, 
1955,  the  Federal  Power  Commission  is¬ 
sued  its  order  adopted  April  20,  1955, 
further  amending  license  (Major)  in  the 
above-entitled  matter. 

[seal]  Leon  M.  Fuquay, 

Secretary, 

[P.  R.  Doc.  55-3948;  Piled.  May  13,  1955; 
8:52  a.  m.] 


[Project  No.  1995] 

City  of  Los  Angeles 

NOTICE  OF  ORDER  PERMITTING  WITH¬ 
DRAWAL  OP  APPLICATION  FOR  PRELIMINARY 
PERMIT 

May  10,  1955. 

Notice  is  hereby  given  that  on  April 
25,  1955,  the  Federal  Power  Commission 
issued  its  order  adopted  April  20,  1955, 
permitting  withdrawal  of  application  for 
preliminary  permit  in  the  above-entitled 
matter. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  55-3949;  Piled.  May  13,  1955; 
8:52  a.  m.] 


GENERAL  SERVICES  ADMIN¬ 
ISTRATION 

Secretary  op  the  Interior 

DELEGATION  OF  AUTHORITY  TO  NEGOTIATE 

CONTRACTS  FOR  ARCHITECT-ENGINEER 

SERVICES 

1.  Pursuant  to  the  authority  vested  in 
me  by  the  Federal  Property  and  Admin¬ 
istrative  Services  Act  of  1949  (63  Stat. 
377) ,  as  amended,  herein  called  the  act, 
authority  is  hereW  delegated  for  a  pe¬ 
riod  of  one  (1)  year  from  the  date 
hereof  to  the  Secretary  of  the  Interior 
to  negotiate  without  advertising,  under 
section  302  (c)  (4)  of  the  act,  contracts 
for  architect-engineering  services  relat¬ 
ing  to  construction  required  in  connec¬ 
tion  with  activities  of  the  National  Park 
Service  at  Blue  Ridge  Parkway  located 
in  Virginia  and  North  Carolina. 

2.  This  authority  shall  be  exercised  in 
accordance  with  the  applicable  limita¬ 
tions  and  requirements  in  the  act,  par¬ 
ticularly  sections  304  and  307,  and  in 
accordance  with  policies,  pr(x:edures  and 
controls  prescribed  by  the  General  Serv¬ 
ices  Administration. 

3.  The  authority  herein  delegated 
may  be  redelegated  to  any  oflBcer  or  em¬ 
ployee  of  the  Department  of  the  Interior. 

4.  This  delegation  shall  be  effective  as 
of  the  date  hereof. 

Edmund  F.  Mansure, 

Administrator. 

May  10,  1955. 

[F.  R.  Doc.  55-3999;  Filed,  May  12.  1955; 

4:20  p.  m.] 

DEPARTMENT  OF  AGRICULTURE 

Rural  Electrification  Administration 

[Administrative  Order  4926] 
Allocation  of  Funds  for  Loans 
April  1,  1955. 

Inasmuch  as  Wheat  Belt  Electric  Mem¬ 
bership  Association  has  transferred  cer¬ 
tain  of  its  properties  and  assets  to  Rural 
Electric  Company,  and  Rural  Electric 
Company  has  assumed  in  part  the  in¬ 
debtedness  to  United  States  of  America, 
of  Wheat  Belt  Electric  Membership  Asso¬ 
ciation,  arising  out  of  loans  made  by 
United  States  of  America  pursuant  to  the 
Rural  Electrification  Act  of  1936,  as 
amended,  I  hereby  amend: 


(a)  Administrative  Order  No.  1830, 
dated  February  9,  1949,  as  amended  by 
Administrative  Order  No.  4781,  dated 
November  5,  1954,  by  changing  the  proj¬ 
ect  designation  appearing  therein  as 
“Nebraska  95C  Cheyenne”  in  the  amount 
of  $830,219,39  to  read  “Nebraska  95C 
Cheyenne”  in  the  amount  of  $822,709.45 
and  “Wyoming  14TP1  Laramie  (Ne¬ 
braska  95C  Cheyenne)  ”  in  the  amount  of 
$7,509.94. 

[SEAL]  ANCHER  NeLSEN, 

Administrator. 

[P.  R.  Doc.  55-3906;  Filed,  May  13,  1955; 

8:47  a.  m.j 


[Administrative  Order  4927] 

Louisiana 

loan  announcement 

April  1,  1955. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  a 
loan  contract  bearing  the  following  des¬ 
ignation  has  been  signed  on  behalf  of  the 
Government  acting  through  the  Admin¬ 
istrator  of  the  Rural  Electrification 
Administration : 


Loan  designation:  Amount 

Louisiana  20P  Concordia $665, 000 


[SEAL]  ANCHER  NELSEN, 

Administrator. 

[P.  R.  Doc.  55-3907;  Piled,  May  13,  1955; 
8:47  a.  m.] 


[Administrative  Order  4928] 
Alabama 

LOAN  ANNOUNCEMENT 

April  1,  1955. 

Pursuant  to  the  provisions  of  the 
Rural  EUectrification  Act  of  1936,  as 
amended,  a  loan  contract  bearing  the 
following  designation  has  been  signed  on 
behalf  of  the  Government  acting  through 
the  Administrator  of  the  Rural  Electri¬ 
fication  Administration: 


Loan  designation:  Amount 

Alabama  22Y  Butler _ $380, 000 


[seal]  Ancher  Nelsen, 

Administrator. 

[F.  R.  Doc.  55-3908;  FUed,  May  13,  1955; 
8:47  a.  m.] 


[Administrative  Order  4929] 

Texas 

LOAN  ANNOUNCEMENT 

April  1,  1955. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf 
of  the  Government  acting  through  the 
Administrator  of  the  Rural  Ellectrifica- 
tion  Administration: 


Loan  designation:  Amount 

Texas  63T  Navarro _ $395, 000 


[SEAL]  ANCmER  NELSEN, 

Administrator. 

[P.  R.  Doc.  55-3909;  Piled,  May  13,  1955; 
8:47  a.  m.] 


